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METALLIC AND NON-METALLIC STANDARDS OF MONEY 


WHEN we approach the problem of stabilising the currencies 
of the countries whose circulating medium has been more or less 
disorganised—a problem of increasing urgency which is indis- 
solubly connected with the revision of the Peace Treaty—we 
are brought up at once against the question of the choice of a 
basis for our monetary unit. That is, we are faced with the 
alternatives of a unit of the pre-war kind, equal to a certain 
quantity of precious metal, which must almost certainly be gold, 
or a standard unit fixed without reference to a metal of any 
kind. In the event of the latter alternative being adopted, 
coins of comparatively small value, made of some inferior metal, 
might be found useful for practical purposes. But there would 
be no necessary relation between the value of these coins and 
the metal they would contain. 

It seems probable that the majority of the countries con- 
cerned will elect to return to a gold currency. Not that the 
gold standard, as it existed in England and Germany until 1914, 
will be restored in its entirety. Gold was then used in con- 
siderable quantities for transactions within the countries them- 
selves, the Banks supplying, even for the purposes of the home 
trade, as much of this currency as was desired. ‘This free 
exchange of coin will give way to the “‘ gold exchange system,” 
which was advocated by Ricardo as early as 1816 in conditions 
very similar to those existing to-day. The main feature of this 
system (which worked successfully in Holland from 1875 to 
1914) is that the country’s stock of gold is kept in the strong 
boxes of the Bank of Issue, where it serves to maintain the value 
of the national currency in relation to that of foreign countries, 
in other words, to ensure the stability of the rate of exchange. 
All the suggestions that have been made of late for the solution 


of the currency problem tend in this direction. 
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Nevertheless, though the problem may find its practical 
solution in the adoption of some such expedient, it by no means 
follows that this solution is the most correct in principle. And 
it is just when the supporters of a non-metallic monetary standard 
find their ideas condemned as fatal to public prosperity and 
dangerous to the State; when they are accused of further 
encouraging that policy of inflation of which so many Govern- 
ments have been guilty, that it becomes essential to bring their 
theories out into the light of day, and show as clearly as possible 
on what grounds they rest. It can then be left to a future, 
when controversies have ceased to rage, to pronounce on the 
merits of the view which I desire once more to defend, 7. e. the 
view that a non-metallic monetary system is better fitted than 
any metallic system to guarantee that stability in the unit of 
money which it is the aim of every sound system to achieve. 

Since time is so important a factor in economic life, I presume 
it will generally be admitted that a currency is sound only if it 
can offer the best possible guarantee that the purchasing power 
of the unit of money shall not be affected by lapse of time or 
change of place. As soon as money ceases to be a purely passive 
connecting link in trade transactions, analogous to the kilogram, 
the metre or the hectoliter, it begins, despite its undoubted 
utility as a medium of exchange, to display mischievous pro- 
pensities. As stated on p. 121 of my son’s Introduction to the 
Theory of the Stability of the Value of Money, the medium of 
exchange must not interfere with the natural movements of 
prices and income. 

In this connection I naturally use the term ‘“ purchasing 
power ” in a general sense. There are dynamic forces constantly 
at work in our economic life which alter the relations between 
the factors determining by means of the supply and demand, the 
value of goods and services. The money prices of these goods 
will consequently also be subject to continual fluctuations. The 
purchasing power of the money unit in relation to individual 
goods cannot be constant. It would not be desirable, even if it 
were possible, to guarantee to the money unit an unchangeable 
purchasing power in this sense of the term. Consumption, like 
production, is affected by the fluctuations in the prices of 
individual goods; our economic life, with its efforts to make 
the energy at its disposal as productive as possible, necessarily 
responds to them. But these fluctuations in price do not affect 
the general purchasing power of the money unit. If there is a 
rise in the price of commodity A, so that a larger portion of the 
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nation’s income must be spent on it, there will be less money 
left for other purposes, and commodities B and C will fall in 
price accordingly. The purchasing power of the money unit will 
have fallen in relation to A and risen in relation to B and C, 
but in relation to the satisfaction of the whole complex of human 
needs it will have remained unaltered. 

General index figures have been adopted to illustrate the 
purchasing power of the money units of various countries. 
Their suitability for this purpose is open to criticism, since they 
deal with the prices of goods only, and with a very limited 
number of them. The question how and to what extent they 
could be improved is, however, beyond the scope of this article, 
and cannot be opened here. I merely wished to indicate in 
what sense the expression ‘‘ purchasing power of the money 
unit ’ was to be interpreted. 

A rise in the general index figure means that the purchasing 
power of the money unit has diminished; a fall in the figure 
means that it has increased. A movement in either direction, 
therefore, indicates that there has been a change in the ratio 
between the available supply of the medium of exchange in its 
various forms, and the actual money requirements of the com- 
munity. Those who hold that a healthy money market, which 
allows of the perfect interplay of the forces of supply and demand 
for goods and services, is dependent on the existence of a money 
unit of constant purchasing power, will agree with me in desiring 
to see a condition established in which the provision of money 
may adapt itself with the maximum facility to the fluctuating 
demand for money. We should be guided in our choice of a 
monetary system by the best guarantee offered of a complete 
adaptation of the provision of money to the existing demand. 

I will now endeavour to state briefly why I consider that a 
metallic system can never give the required guarantee, and why 
a non-metallic system alone can do so. 

In a metallic system three conditions must be fulfilled in 
order to ensure equality in value between the money unit and a 
specified quantity of gold. Firstly, everyone who desires to 
have standard money coined must be able to claim this as a 
right, subject only to the payment of the mintage cost, and to 
a minimum limit of size for such transactions. This arrange- 
ment is general except in England and in the United States of 
America, where the Mints are open free of cost for everyone. 
Secondly, the State must not restrict the transport of the 


standard metal either into or out of the country. Thirdly, money 
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other than the standard must be exchangeable for coin of the 
realm, at a fixed rate and at all times. 

Each of these conditions is essential to the system, and if 
any one is not complied with, the equivalence of the money unit 
and the corresponding quantity of the standard metal breaks 
down. Consequently a metallic standard cannot guarantee the 
fixed value of the money unit. For this purpose we require a 
system which enables the supply of money to adapt itself immedi- 
ately, automatically and of set purpose to the existing demand. 
This a metallic standard can never achieve. My principal 
objection to the metallic standard is not only that for so simple 
a business as the settlement of debts and claims it can find no 
medium less costly than gold and silver, so that quantities of 
these expensive commodities must lie at call in the Circulation 
Banks. This is indeed a costly expedient, but as the system 
does not guarantee the fixed value of the money unit, the sacri- 
fices which it entails fail to achieve the object for which they 
are made. 

For the supporters of a metallic standard, the fixed value of 
money means no more than an equivalence between the money 
unit and a quantity of the standard metal, and they choose for 
the latter a very precious metal of great durability, on the value 
of which the yearly fluctuations in the volume of production 
have comparatively little influence. Hence the stock once 
produced is preserved, and the further quantities which become 
available flow into a reservoir of such capacity that the value of 
the unit is but slightly affected by the addition of the yearly 
production of the standard metal. Thus it was hoped that the 
quantity of currency would be adjusted to requirements, while 
at the same time the purchasing power of the unit would be 
kept reasonably constant. 

It is, however, not difficult to see that so far from guaranteeing 
the constancy of the purchasing power of the unit, the conditions 
necessary to the existence of a metallic system constantly 
jeopardise it. Obviously there can be no question here of a 
deliberate adjustment of the supply of money to the existing 
demand.' The production of the standard metal is a branch of 


1 I will not stop to discuss Irving Fisher’s plan, which has been repeatedly 
considered here in Holland, i.e. the attempt to ensure a fixed value for the 
money unit while retaining a metallic standard. The idea is that the Govern- 
ment should nominally increase or reduce the weight of the gold coin according 
to existing requirements, 7. e. abolish the relation between the value of the gold 
bullion and that of the money unit. Fisher thus admits by implication the correct- 
ness of my contention that the gold standard cannot guarantee the fixed value 
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industry, like any other, and develops without reference to the 
community’s need for a monetary unit of fixed value. Gold was 
produced in the first instance for the commodity market, but its 
adoption as a medium of exchange greatly stimulated produc- 
tion. Hence the right, existing in gold-using countries, of 
turning the gold at will into currency, a right which in Anglo- 
Saxon countries is not even qualified by. a charge to defray the 
cost of coinage. Those who in these countries desire to turn 
bullion into coin suffer no more than the loss of interest incurred 
in the interval required for minting, and that only in the event of 
standard coin not being immediately available. 

The discovery of rich goldfields must inevitably weaken the 
purchasing power of the money unit, first in the gold-using 
countries, and then through the influence exerted by the rise 
of prices in these countries on the international commodity 
markets in the world at large. ; 

Although the index figures in general use are not ideal as a 
standard for determining the purchasing power of money, yet 
they undoubtedly confirm my theory by verifying the changes 
which I should expect to follow on variations in the production 
of gold. Thus Cassel’s valuable graphic representation, on 
p. 410 of his Theoretische Nationalékonomik shows the con- 
nection between the curve of the gold supply and that of the 
level of prices... And Bendixen was not wrong when he drew a 
comparison between the effects produced on the economic life 
of the community by the work of the gold-digger and the state 
issue of paper money. Money is created when the gold-digger 
finds gold, and coins or sells it to a Circulation Bank, or equally 
in the modern business community when a Bank grants credits 
to its clients in excess of the cash deposits which it holds. Bank 
credits can be regulated so as to ensure that they will not 
jeopardise the fixed value of the money unit. But no such rule 
can be made for the production of gold, the quantity of which 
of the money unit. But it would surely be better to relieve the community 
altogether of the necessity for the use of the costly yellow metal as a basis for 
its monetary system, and to utilise for the introduction of a non-metallic system 


the instrument provided by the general index figures, which are indispensable 
even in Fisher’s system. 

1 That the parallelism of the two curves is not more exact is attributable 
partly to the fact that the index figures used by Cassel do not by any means 
illustrate the actual general level of prices of goods and services, and partly to 
the fact that the production of gold is no longer the only factor determining 
the amount of money in circulation, the development of banking facilities having 
come to play an important part. If the index figures used had covered the 
ground more adequately, there would have been a closer connection between the 
two curves, 
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is controlled by causes which are quite independent of any views 
that may be held regarding the desirability of a constant money 
unit." 

The objections to a metallic standard are even more serious 
when we consider not the general theory of the subject, but the 
practice of individual countries. The Government and the 
Banking authorities of a particular country may be alive to the 
desirability of keeping the value of the money unit constant, 
and most anxious to secure this in practice. Yet their efforts are 
likely to be frustrated by the influence which fluctuations in gold 
production exert on the level of prices both at home and abroad. 
And further, their own standard will inevitably be affected by 
errors in the financial policy of other countries, where for some 
reason or another no attempt has been made to secure a money 
unit of fixed value. If the money unit in one country becomes 
depreciated, gold will be exported, and as a natural consequence 
the value of the money unit in other countries will depreciate also. 

Holland has recently experienced the truth of this theory. 
Although during the war all the belligerent countries prohibited 
the export of gold by private individuals, yet owing to the 
depreciation of their paper currencies, gold actually left these 
countries in a continuous stream, and a large quantity found its 
way into Holland. This stream she could not have diverted, 
unless she had added to the prohibition of the export of gold, 
imposed in an evil hour, a countervailing order prohibiting the 
import of gold at the mint price then in force. This was the 
course adopted by Sweden and Spain, which thus emancipated 
themselves completely from the gold standard. Holland, on 
the other hand, saw her stock of gold increase from about 160 
million florins in 1912/1913 to 730 million florins on April 13, 
1918, and there was an accompanying rise in the circulation 
of notes from about 300 million florins in 1914 to over a milliard. 
This stupendous inflation, apart from the equally marked 
increase in the current account balances at the Netherlands Bank 
and the increased volume of the deposit business, must inevitably 
have caused a sharp fall in the value of the money unit, as soon 
as the shrinkage in the demand for money followed the turn in 
the tide of business. There is not the least doubt that the rise 
in the level of prices in this country, with all its deplorable con- 

1 Under a non-metallic system of money an increase in the gold supply does 
not affect the general level of prices, being in no wise different from an increase 
in the production of any other class of goods. In gold-producing countries 


an increase in the production of gold would, other things being equal, lead to 
a fall in prices. 
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sequences, is mainly due to the fact that when the supply of 
goods began to diminish, the supply of money, instead of being 
correspondingly reduced, had increased to much more than 
three times the pre-war quantity. 

The increase might indeed not have been quite so great, but 
some increase was inevitable so long as Holland adhered to a 
metallic basis for her currency. Even if the Bank had restricted 
itself to the issue of gold certificates against the stream of gold 
pouring into the country, and had kept a cover of 100 per cent. 
on the new notes issued against gold imports, the money in 
circulation would still have been increased by half a milliard 
florins. 

The same difficulty is being experienced in the United States 
of America to-day. According to the latest returns, the gold 
supply in the Federal Reserve Banks now amounts to about 
three milliard dollars. Not only is this too much for the require- 
ments of the country, but it is undesirable that so large a share 
of the national wealth should be locked up in gold at the Banks. 
Under a gold standard, however, the surplus can leave the 
country only when a fresh period of currency inflation has set in. 
The Economist of January 13, 1923, expressed a reasonable doubt 
whether the Americans would accept the position, and con- 
sidered it not improbable that an arrangement on the basis of 
fixed price-index figures might be adopted to guard against 
further fluctuations in the general level of prices. This is not, 
however, I am convinced, compatible with the maintenance of 
a gold standard. 

A metallic standard can afford no guarantee of the preser- 
vation of a fixed money unit. The variation known as the gold 
exchange system, useful inasmuch as it diminishes the volume 
of gold in current use, is even less able than the unmodified gold 
standard to guarantee the constancy of the money unit. A 
general acceptance of the gold exchange standard would con- 
siderably limit the demand for gold for current transactions, 
and would leave larger quantities of the metal for the industrial 
arts. Any increase in gold production, or an inward flow of 
gold from other countries, finding the industrial market clogged, 
would flood the money market, and cause a correspondingly 
greater depreciation of the standard unit.* 


1 The anticipation of a general adoption of the gold exchange standard, 
and of the consequent diminution in the use of gold, will necessarily depress 
the value of the metal (in relation to goods and services) and so prevent a 
permanent restoration of pre-war prices in gold florins, gold francs, ete. 
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A non-metallic standard, on the other hand, is eminently 
fitted to ensure the constancy of the money unit. Even Lans- 
burgh, staunch supporter as he is of the gold standard, admits 
in his sixth letter devoted to the question of exchange, that it is 
quite possible to conceive a sound monetary system entirely 
apart from gold. If all supporters of the gold standard would 
admit as much, this would be a great step in advance. It seems 
to me, however, that we must go farther and maintain that only 
a non-metallic system can realise the object at which we aim. 
Under a system of this kind, money is created by agencies which 
are capable of making the supply adapt itself to the demand, 
and thus of keeping the value of the money unit constant. This 
is done by variations in the rate of interest. The demand for 
money is, of course, beyond the control of these agencies, depend- 
ing as it does on the interplay of the forces of commercial life. 
But the supply of money can be regulated by these means at 
will, and quite independently of what may be happening else- 
where. Depreciation and inflation of money beyond its frontiers 
will leave the value of money entirely unaffected in a country 
which has adopted a non-metallic system, and has determined 
that this value shall not be weakened. 

I do not propose to discuss here the details of a non-metallic 
system of money, as I do not wish to divert attention from the 
main doctrine. The arrangement could, however, be extremely 
simple. I prefer to close this essay with a brief consideration 
of the objections that have been raised against a non-metallic 
standard. It may perhaps be argued that even if the system 
were more successful than any other in guaranteeing the con- 
stancy of the money unit, it might yet involve practical 
difficulties so serious as to make it unworkable. 

To throw the entire gold standard overboard involves the 
loss of a definite use for gold, and consequently a fall in its value. 
The experience of the latter years of the nineteenth century, 
when silver was demonetised, clearly proves that the value of 
precious metals depends very largely on the expectation of their 
being used for currency purposes. What might a priori have 
been expected did indeed take place, and would take place again. 
Silver depreciated considerably not only in terms of gold, but 
in terms of goods and services. Hence we may conclude that 
the abandonment of the gold standard would involve a loss for 
those countries which have a more or less considerable quantity 
of the metal at their disposal. Countries such as the United 
States of America and Holland, whose supplies had greatly 
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increased of late, would be heavy losers. This is the first objec- 
tion which is raised to the introduction of a non-metallic monetary 
standard. 

It is very regrettable that, despite repeated warnings, the 
Dutch have persisted in investing a considerable portion of their 
national wealth in gold, and that, moreover, at a time when the 
depreciation in the purchasing power of gold had undoubtedly 
set in. It is no less regrettable that they were subsequently 
induced to purchase large quantities of German paper money, 
which was already rapidly falling in value. Unless Holland 
decides permanently to retain quantities of gold out of all pro- 
portion to the needs of either her home or foreign trade, and 
constituting, moreover, an altogether unjustifiable luxury, she 
must inevitably lose on her gold reserves. As I argued in 1917, 
she cannot rid herself of the gold unless the value of the florin 
should fall in comparison with the money unit of other gold- 
using countries.1_ This means that we pay high prices for our 
imports, and that when we come to export our gold, we shall 
receive in exchange less value than we originally gave for it. 
This loss is now unavoidable. 

The introduction of a non-metallic system would not, however, 
involve the community in any further loss. Since a gold standard 
is not essential to trade, and since the fixed value of the florin can 
be much better secured on a non-metallic basis, the nation will 
not lose but gain by turning its stock of gold into useful goods,? 
converting, as Adam Smith said, this portion of its unnecessary 
highways into fruitful land. Thus, even if the introduction of 
a non-metallic system should cause the market price of gold to 
drop to the level of its commodity value—an extremely improbable 
contingency—the loss of its gold would still be a matter of 
indifference to the community at large. But so long as any 
other country retained the gold standard, gold would continue 
to have more than its mere industrial value, and the nation 
which adopted a non-metallic system would enjoy this margin 
of gain. 

The only sufferers from the change in the function of gold 


1 This the florin has actually done for the past three years. I certainly 
could not have foreseen at the time of writing that in spite of this depreciation 
we should continue to retain the gold which poured into the country. 

2 The transaction would react injuriously on the Netherlands Bank only if 
(in consequence of the change) the universal price of gold dropped below 1648 
florins per kilogram. As long as this limit was not reached, the Bank would 
not suffer by getting back the notes originally issued against gold and now 
withdrawn. 
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would be the owners of gold-mines, and hence the countries which 
produce and export gold in considerable quantities. Neither 
Holland nor its colonies produce gold on a large scale. We 
should, of course, feel some adverse effects, from the backwash 
of the loss in purchasing power of the countries affected. But 
on the whole the change would be to our advantage, provided 
we did not lag behind other countries in adopting it. 

Another objection adduced, e.g. by Diehl, is the fear that 
the public would have no confidence in non-metallic money, and 
that this could not therefore be used as a medium of exchange. 
There is not, however, the least ground for supposing that con- 
fidence would play any part in a situation where supply and 
demand are the determining factors. The “ flight from the 
crown ”’ in Austria, and the “‘ flight from the mark ” in Germany 
are not only comprehensible, but are directly due to the financial 
policy pursued by these countries: they do not indicate an 
aversion on the part of the inhabitants from non-metallic money. 
Had the Governments of these two countries taken precautions 
to ensure that the purchasing power of their money units were 
maintained at a uniform level,? there would have been no flight 
from the mark, etc. The latter is interesting purely as an illus- 
tration of inflation, and the valuation of paper marks outside 
Germany, as an object of speculation, has nothing whatever to do 
with the question of the utility of this kind of money as a medium 
of exchange. 

It is true that non-metallic money is acceptable only because 
and as long as it is known that the issuing authority will accept 
it as legal tender. This does not, however, mean that public 
confidence plays any part in fixing the value of money—it only 
explains why this money is generally negotiable, and why it is 
accepted as a medium of exchange. 

I need not devote much space to the argument that a metallic 
system is essential for the maintenance of the parity of exchange. 
The level of exchange is determined by the relative purchasing 


1 Jahrbuch fur Nat. Oek. and Statistik, 1916. Vol. 52, p. 721. For the 
other side see Heyn in Weltw. Archiv., 1917, p. 62; also Dr. van Dorp in De 
Economist, 1917, p. 791, for further details. The latter held that the changes 
in the relative indebtedness of different countries explained changes in the 
value of the money unit. A change in the purchasing power of money in the 
home market can exert an influence on the balance of payments. The latter 
does not, however, determine the purchasing power. 

2 It must be frankly admitted that this omission is largely attributable to 
the late war and its termination. No one would maintain that these countries 
could have preserved a metallic system during all these years. None of the 
belligerent countries did so. 
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power in the home markets of the money units of the countries 
which draw bills and have bills drawn on them. In normal times 
if the home currency becomes depreciated, each delivery of goods, 
stocks or clairns to foreign countries, even to a limited extent, 
tends to restore the parity of exchange. Gold could certainly be 
used for this purpose, but its use is not essential, and in practice 
it plays but a minor part. If the depreciation did not supply its 
own corrective by the alteration in the balances of payments 
which it brings into force, the issue of cheques, supplemented by 
the traffic in bills and stock, would achieve the same results as 
the export of gold. And in abnormal times, such as the years 
following 1914, the metallic basis of the money systems proved 
wholly inadequate to guarantee a fixed rate of exchange—a fact 
borne out by the general prohibition of the export of gold. 

We now come to the last, and apparently most serious objec- 
tion to a non-metallic system, viz. that as long as there are trees 
in the forests the material for its money unit will be available in 
unlimited quantities, while the production of the precious metals 
is strictly limited and likely to remain so. To this I would 
adduce two answers. In the first place an essential condition of 
a sound, non-metallic monetary system is not only that the State 
shall refrain from the direct creation of money (always excepting 
the small coin which is legal tender only in limited quantities), 
but that the State as a borrower from the note-issuing Bank to 
which the regulation of the supply of money is entrusted shall 
enjoy no preference over any other private person. And in the 
second place, whatever arrangement may be considered the most 
competent to ensure the constant value of money, the proper 
working of such a system requires that the maintenance of the 
value of the money unit shall be recognised as a Government 
function of paramount importance. If this condition is fulfilled 
there is no danger in a non-metallic standard; without it, the 
maintenance even of a metallic standard is not assured. 

For all the foregoing reasons I am convinced that the develop- 
ment of currency systems tends definitely towards a non-metallic 
standard. This tendency will be encouraged rather than retarded 
by the economic events of the past few years, and by the researches 
into currency problems which these events have stimulated. 
At the same time I am quite prepared to admit that the change 
cannot be expected to take place in the immediate future. The 
most urgent necessity of to-day is the stabilisation of currency. 
And if we are not ‘yet ready to accomplish this by means of a 
non-metallic system of money, we shall still have made great 
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progress if we use the gold exchange standard for the purpose. 
This will clear the way for a currency system completely indepen- 
dent of gold—the solution to which I am convinced that the 


future belongs. 
C. A. VERRIIN STUART 


University of Utrecht. 
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THE SITUATION IN THE RUHR 


It is well known that the events in the Ruhr are due to certain 
shortages in the German deliveries, of which the economic import- 
ance—the legal questions will not be touched on here—can 
be gathered from the fact that the most serious of them, that in 
coal, amounts to 15°6 per cent., according to the French estimate, 
and according to the German to 11 per cent., of the annual 
obligation. In truth all the shortages are only a trifling part 
of the German deliveries stipulated for in the Treaty of Versailles. 
Even though one does not accept the Rathenau estimate of 45°6 
billion gold marks, or the later German estimate of over 50 
billion gold marks, still, according to the calculations of the 
Reparation Commission, these deliveries constitute by far the 
greatest economic effort ever accomplished by any nation after 
defeat in war. On account of these shortages, M. Poincaré, 
as he announced to the world at the beginning of January, sent 
a commission of engineers and officials into the Ruhr district 
to obtain more coal, and particularly more coke for France, 
than she had hitherto received from Germany. This initial 
aim has not been attained. 

There are several distinct phases discoverable in the prosecu- 
tion of this aim to-day. The object at first was simply to compel 
the deliveries of coal, which the Germans were already providing, 
to France and Belgium and to the occupied territory on the left 
bank of the Rhine. Then, the coal cars concentrated in the 
stations, and not those actually in transit, became the objective 
of French desires. Wherever such a concentration was discovered 
by aviators, a strong military force immediately took possession. 
But this also came to an end when the Germans ceased such 
concentrations. Then it was decided to seize the coal itself, 
which could be effected most easily at the dumps, where reloading 
alone was necessary; for which purpose Poles, Italians and all 
sorts of French were used, mostly men who were neither used to 
nor equipped for hard work. The result was disappointing, 
not only in quantity but also in quality. To all appearances 
this third phase has also come to an end. The seizure by the 
French of an increasing number of the shafts themselves may be 
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connected therewith. Whether greater results can be obtained 
therefrom is very questionable. For the expulsion of the German 
railway officials and workmen—it is a case of exile and not of 
strike—is beginning to make itself felt. The complicated equip- 
ment of the railways in the Ruhr has been so damaged by the 
French operators that in many particulars it fails to function. 
To destroy was easy, but to repair is apparently by no means so 
easy of accomplishment. 

That the general result of this great effort is very small seems 
clear. According to statements made at Paris, published in 
the Manchester Guardian of April 5, 1923, there had been trans- 
ported to France since January 11, 91,000 tons of coal and 43,000 
of coke. German estimates covering the same period are about 
100,000 tons larger. But which figures are correct is a matter 
of small consequence. For in the same period the French would 
have received over four million tons from Germany, whilst even 
according to the most favourable figure the French have actually 
received but 5} per cent. 

This failure to obtain coal and coke has resulted not only 
in the French iron industry not receiving the benefits promised, 
but, on the contrary, in its fuel situation growing distinctly worse. 
Even before the war there was admittedly an over-production 
of iron ore, and consequently of iron and steel, and an under- 
production of coal and coke as well as in the iron-using industries. 
On balance there was an exportable surplus of ten million tons 
of iron ore and 600,000 tons of iron and steel, against a require- 
ment of three million tons of imported coke and a considerable 
demand for the finished products of the iron-using industries. 
The Peace Treaty, which neglected most economic considera- 
tions, has greatly increased this lack of internal equilibrium. 
The rich iron ore deposits of France have been so enlarged that 
she possesses to-day, according to her own estimates, more than 
one-half of the sources of supply. Similarly her blast furnace and 
steel industries have been increased through the wonderful 
German plants in Lorraine, which were primarily used to supply 
the finishing works in the rest of Germany. The demand for 
coke has thus been increased, and it has become necessary to 
find outlets for a very large amount of iron and steel. 

There are three possibilities of ameliorating this unsatisfactory 
condition. The first is to increase the French production of coke 
and to enlarge the iron-using industry of France. For this, 
however, neither the productive power nor the sales-organisa- 
tion is sufficient. There has been hardly any effort to adopt 
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this course. The second possibility is through a business under- 
standing. This has been proposed by Germany, and Germany 
to-day is still willing to carry out such a plan. At times the 
eastern group of the French iron-masters, which can be called 
the Bernhard group, has seemed to take an interest in this 
proposal. 

But the makers of the Versailles Treaty, to whom the western 
group under Schneider-Creuzot stands closer, have preferred 
the third possibility. They wished to substitute dictation for 
agreement, political power for economic reason. They over- 
looked the impossibility of satisfying economic needs by force. 
This mistake of the French soon became apparent. On January 
1, 1923 there were 221 blast furnaces in France, of which 116, or 
slightly more than half, were in blast. Of these, according to 
a statement in the trade paper L’Usine, 26 were blown out in 
January and 20 in February. According to these statistics 
the number of blast furnaces in operation on March 1—later 
statistics are not at hand—had fallen to 70, or less than one- 
third. The east suffered most. The Schneider group in the 
west could protect itself, whereas the Bernhard group in the 
east could not. 

On account of this undeniable failure, the first and only 
admitted purpose of Poincaré has disappeared more and more 
into the background. It was soon no longer a secret that the 
present aim is to cut off the occupied Ruhr district from the 
rest of German economic activity, and thereby to damage German 
industrial and commercial life to such a degree that Germany 
will not resist further dictation. It cannot be denied that this 
new aim has been technically reached, in a general sense. In 
the first instance this has been achieved by the restriction of 
transportation. This has been carried through in such a manner 
that the trunk railway lines in the west running along the northern 
and southern borders of the newly occupied region have been 
put under military control, and everywhere along the eastern 
border and elsewhere carefully planned control stations of railway 
traffic have been established. At present only about ten trains, 
averaging fifty cars, are allowed to pass out of this newly occupied 
region per day, that is six and a half with Reparation coal for 
Italy, two for the English occupied territory around Cologne, and 
the remainder for Holland and Switzerland. The river traffic, as 
well, has been restricted in much the same manner. Such a 
strict watch is maintained on the Rhine that it can only be used, 
practically, for foreign freight traffic, and through the blowing-up 
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of the bridge over it at Henrichenburg, the Rhine-Herne canal, 
of which the water is drawn mainly from the Weser, has been 
blocked in its most important section. 

To this rigid system of the control of transportation is added 
the control of exports. The French have, as is well known, 
proclaimed a prohibition of exportation, except under a licence 
granted by them on payment of a tax of 10 per cent. As these 
measures of the French are considered by the Germans as viola- 
tions of the Versailles Treaty and of International Law, the 
German economic organisations, especially those of the workmen, 
have decided to refuse obedience to the French proclamations. 
The German working-men’s organisations in particular adhere 
to this decision most tenaciously, even when the French, taking 
advantage of this German position, make all sorts of important 
German transactions dependent on the fulfilment of trivial 
French formalities. 

Though it cannot be denied that, technically, this isolation 
has been highly successful, nevertheless it has not accomplished 
its politico-economic purpose. To be sure, the economic life 
in both the occupied and unoccupied territories has been unfavour- 
ably affected. This is natural. But the consequences have not 
in the least brought about the intended political results. The 
contrary is the case. The spirit of determined resistance has 
been strengthened. For the Ruhr is the home of the most stub- 
born part of the German race, whose will grows stronger when 
opposed. 

As far as the economic situation which has been created by the 
excision of the Ruhr is concerned, it cannot easily be described. 
But however great may be the differences in the individual 
branches of industry and in various places, well-pronounced 
particular features stand out. It is of the utmost importance 
that the demand for goods in the occupied region itself is so large. 
There is perhaps no district in the whole world which, so far as 
industrial products are concerned, can provide for itself with 
such completeness. In so far as producers do not work to supply 
the demand in the occupied region itself, they manufacture 
to provide a stock for the future. Finally, a third consideration : 
the producers and their plants in many branches of industry 
have been overstrained for the last ten years. Production has 
never been as efficient as possible, but rather as rapid as possible. 
To-day thought has been taken for improvement and enlarge- 
ment of the production plants, which explains why in spite of 
its excision the Ruhr region suffers so little from unemployment. 
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This also explains why the French Government again changes 
its stated aim. It appears at present to desire to stop economic 
activity in the Ruhr region altogether. At the moment it cannot 
be foreseen how the Ruhr industries will be affected by this 
new situation. They are, in themselves, too many-sided to be 
effectively controlled. 

As far as unoccupied Germany is concerned, the cutting off 
of that part of its territory which is more important than any 
other in supplying raw materials, has naturally had consequences 
which are analogous to those of the blockade. But, contrary 
to war conditions, unoccupied Germany is to-day open to foreign 
countries. In the neighbouring foreign countries there has 
developed an active competition for the German market. The 
offers of coal by England, Poland, Czecho-Slovakia and Austria 
exceed Germany's present capacity to utilise them. 

This strange situation is to be explained also by the failure of 
demand through the stabilisation of the mark, which, like all 
stabilisation, has had this consequence. The expected has 
happened. As soon as the continuous decline of the mark was 
arrested, it became apparent that in many branches German 
industries were working at a greater production cost than the 
industries of foreign nations. 

Finally, the cutting off of the Ruhr has had an influence on 
foreign countries. This is not everywhere the same. While 
on the one hand the stoppage of the purchasing power of the 
Ruhr district, and also of the whole territory on the left bank 
of the Rhine, is felt in the world market, so, on the other hand, 
is the absence of its competition. In some branches of industry 
the first is most felt, in others the second. 

Naturally at first the disappearance of the German competition 
was most apparent. It was felt particularly in the coal and iron 
industries, especially as it was immediately followed by a like 
falling off in the French and Belgian iron industry. The strong 
unsatisfied demand which sprang up for these products drove up 
tremendously the prices of coal, coke, iron and steel. 

But the importance of all this must not be overrated. Every- 
one realises that this is no more than a momentary episode. 
This strong demand will subside in a short time and will even 
swing in the opposite direction. Eventually the stocks, which 
are beginning to accumulate in unreasonable quantities, must 
flood the market. Still more important is the fact that the price 
increase occurs first in raw and auxiliary materials. This means, 


therefore, to other industries an increase in their own production 
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costs, and makes it difficult for them to take full advantage 
of the removal of the Ruhr competition. If, on the one hand, 
the effects of the disappearance of this competition make them- 
selves felt immediately, this is not true in the same degree as 
the disappearance of its market. The world market will be 
affected thereby much more slowly and also more universally, 
although it may be difficult to prove its effects in any one par- 
ticular instance. If all these factors are taken into consideration, 
one reaches the conclusion that on neither side will be found 
causes which will force a speedy termination. It is true that the 
sufferings and the damages caused to the Germans are the greater, 
but the French have managed to counterbalance this. For they 
have, as is well known, created an atmosphere of resistance in 
the Ruhr district which the Germans themselves never could have 
produced. In the Ruhr public sentiment, and not the amount 
of suffering, will turn the scale. 

On account of this balance of forces the prospect for the future 
is very gloomy. For even if the French measures are directed 
against the civil population, the German nation will indirectly be 
the hardest hit. Its economic and financial organisation is suffer- 
ing now even more than through the war, and only in so far as its 
aim is the destruction of its productivity can the occupation 
of the Ruhr be considered a success. The menace alone of the 
occupation has had a disastrous effect. 

In the middle of 1922 the situation in Germany had con- 
siderably improved as a consequence of the great tax reforms. 
Previously, while the question of internal order in Germany 
was still unsettled, and while also such far-reaching exterior 
political decisions as that of Upper Silesia were still pending, 
it was impossible to balance the German Budget. Just at that 
time this was accomplished to a noteworthy degree. In the 
four months from April to July the income was sufficient, not 
only to cover all disbursements of internal administration, 
and not only all the deficits of the State-owned undertakings, 
particularly those of the railway and the postal services, but also 
to contribute a sum of 62 billion paper marks to the carrying 
out of the obligations of the Peace Treaty, which was in round 
figures equivalent to 340 million of gold marks. This was a 
hopeful beginning, which with reasonable care could have been 
much further developed. Such careful development was hoped 
for from the Paris Bankers’ Conference, which had been called 
together in Paris at the request of the Reparation Commission, 
with Mr. Morgan participating. 
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The situation then developed that France did not wish such 
a solution. Poincaré destroyed all hopes by causing his repre- 
sentative, M. Sargent, to declare at this Bankers’ Conference 
that he would not agree to any measures which would modify 
the London ultimatum. He took every opportunity of stating 
that he would not permit in the discussions on any account a 
suggestion of any new arrangement of the reparation question. 

This prelude to the occupation of the Ruhr had as a conse- 
quence the terrible fall in value of the mark which occurred in 
the second half of 1922. The dollar rose from 317 marks in 
June to 7589 in December. This frightful monetary depreciation 
upset all the calculations in the German Budget. The expendi- 
tures increased in these few months, largely because of this 
monetary depreciation, twenty-three-fold, and it was impossible 
to increase the income proportionately. There was nothing 
else to do but to cover the disproportion between expenditure 
and income through the medium of the floating debt. Whilst 
this had grown in the four months of April to July only to 25°9 
billion marks, that is to say, 31 per cent. of the national revenue 
for the same period, it now rose in the last four months of the year 
to 1163°6 milliards, or 260 per cent. of such revenue. 

What had been brought about merely by a threat has been 
greatly aggravated by the actual occupation of the Ruhr. For 
the cutting off of the most populous and economically the most 
highly developed territory in Germany means at the same time 
a very considerable decrease in State income and a still greater 
increase in expenditure. How large this decrease in income 
is cannot yet be stated exactly. 

The effect on the debit side of the ledger is infinitely worse. 
First of all in the nature of things the Government cannot but 
make good all damages suffered by its citizens, mostly resulting 
from their having faithfully fulfilled their duties as such. Besides 
the particular sufferings of individuals there must be taken into 
account the general sufferings of the population asa whole. Pre- 
ventive measures are partly required, but the principal matter 
is to relieve already existing want. For instance, special measures 
must be adopted to succour the greatly endangered children. 
Similar measures must also be adopted for all the economically 
weak elements of the population. Thirdly, the emergency 
requirements of the State-owned enterprises are of no less import- 
ance. One is justified in saying that up to the beginning of the 
year the situation of the railways was promising. The divisions 
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on a healthy basis, and in the ordinary budget a condition of 
equilibrium had been reached. All this the occupation of the 
Ruhr has destroyed. In the entire occupied region the administra- 
tion of the railways produces hardly any income, but it also 
necessitates not merely the former but greatly increased expendi- 
tures on account of the thousands of exiled railway officials and 
workmen. In the unoccupied territory as well, the traffic of the 
railways has been affected by the necessity of putting into operation 
difficult and round-about routes, entailing increased costs. 

These observations should suffice to make it intelligible why 
the sum total of the floating debt, arising from discounted Treasury 
bills, grew from 1495 milliard marks on the 30th of December, 
1922, to 6600 milliards on March 29, 1923, that is to say, increased 
five billions in three months. 

It would be an error to deduce from these figures that the 
occupation of the Ruhr can no longer be borne. The present 
resistance is hardly affected thereby. But it is true that if this 
occupation continues for a long further period, the power of pro- 
duction of the German nation will be so weakened that for a long 
time to come reparation payments will be quite out of the question. 
After all, it is only on the German power of production that the 
settlement of the reparation question depends. As Germany 
is ready to pay all she can pay, and never will pay more than she 
can, the Ruhr occupation, in so far as it weakens Germany’s 
power of production and ultimately destroys it, creates a cost 
which will be borne by Germany’s creditors. Germany’s ability 
to produce for France and the rest of her creditors will grow less 
and less the longer the occupation of the Ruhr lasts. What 
can be done by Germany to-day it will soon be impossible for her 
todo. This is as certain as a law of mathematics, and this Poin- 
caré should consider if he really wants ‘‘ France to be paid and 
to be saved from financial disaster,’ as he stated at Dunkirk. 
The occupation of the Ruhr is the worst conceivable means 
for achieving this result. 

HERMANN SCHUMACHER 
University of Berlin. 











PRICES AND WAGES FROM 1896-1914 


1. WriTING in 1911 Professor Ashley summarised the recent 
changes in gold production as follows: ‘‘ The output began to 
increase from 1890 onward by a rate of from two to four million 
pounds sterling a year; in 1897 the increase on the preceding 
year leapt up to seven millions, and in 1898 to ten millions more. 
It was checked by the South African War; yet in 1901-2 it 
remained well above what it had been in 1897. In 1903 its 
upward march was resumed; and in six years it reached its 
present figure of well over ninety millions annually, or between 
three and four times as much as the annual output during the 
forty years 1850-1890. . . . There has been added to the world’s 
stock of gold during the last fifteen years, a quantity considerably 
greater than the total amount of coin and bullion previously existing 
in Europe and America and the Colonies; a quantity more than 
half as much as the world’s total previous stock in all forms.” + 
As a result, “‘ we are probably well within the mark in regarding 
a rise of 10 or 12 per cent. in the general cost of living as the 
effect—to the present (then) time of the new gold supplies.” ? 
Accompanying this marked expansion in the gold supply and 
associated rise in the general level of prices there was a marked 
alteration in the trend of real wages. Whereas during the twenty 
years before 1896 the trend of general prices had been downwards 
and the rate of real wages had been rising, the reversal of the price 
trend in the later nineties was accompanied by a check in the 
upward movement of real wages. Indeed, apart from the shifting 
of workpeople from lower paid to higher occupations, the rate of 
real wages actually declined between the later nineties and the 
outbreak of the Great War. This colligation of events suggests 
prima facie that the new gold, through the influence it exerted 
on the general level of prices, caused the injury to the rate of real 
wages which accompanied its advent. The purpose of the 
following pages is to investigate that thesis. 

2. A certain scepticism is aroused on this matter so soon as we 
extend our historical perspective. From the end of the Napoleonic 
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wars till 1914 English wholesale prices show four distinct trends, 
as distinguished from less fundamental cyclical movements. 
The facts, as recorded in Jevons’ and Sauerbeck’s figures, are 
brought out very clearly in the following table :— 


Percentage 
Year. Index. change. 
1821-6 . ; ; ; . 154 lait 
46-50 | 2 Of ll ttt fC] : aa 
71-5 . lw Cw wtsCdB Mee 
¢ sO 
1894-8 . ‘ : ; A 82 425 0 


1906-10 . . : . : 102 


Over the first trend period, from the close of the Napoleonic 
wars till about 1850, when prices were falling markedly, the wage- 
earning classes were very badly off, and the rate of real wages was, 
at best, rising slowly. Over the second trend period, however, from 
the early fifties till the early seventies, when prices were rising, the 
rate of real wages was also rising fast. Thus the association 
between a falling price trend and a gain to real wages, and a rising 
price trend and a loss to real wages, which appears during the two 
contrasted price trends subsequent to 1870, is balanced by a 
contrary association during the two parallel contrasted periods 
prior to that date. This circumstance makes it plain that our 
problem is not an entirely simple one and that some caution in 
approaching it is necessary. 

3. Let us begin then by disentangling carefully several distinct 
things for which the advent of new gold might be responsible. 
Plainly, a substantial influx of it must, under a gold standard 
system, raise the general level of prices above what it would have 
been if everything else had remained the same and the influx had 
not taken place. But it will not raise this level above what it was 
before, unless—banking arrangements and so on being given—the 
increase in the gold fund is more than proportionate to the 
contemporaneous increase in production. Therefore, when it is 
said that, over any period, an influx of new gold has raised 
prices, what is meant is that an excess of new gold above what is 
required to keep pace with the production of commodities has 
raised prices. Plainly, however, an excess of this sort might 
result either from an expansion in the gold supply, or from a 
contraction in production, or from a combination of both these 
things. This fact reveals an important ambiguity. When there 
is an excess of gold supply in the above sense, and, therefore, a 
rise in the general level of prices, several distinct factors have been 
in play, all of which may conceivably exercise a causal influence 
on the real rate of wages. First, there is any absolute change in 











1923] PRICES AND WAGES FROM 1896-1914 165 


the gold supply which may have taken place independently of 
the circumstances of commodity production here; secondly, there 
is any absolute change in commodity production here that may 
have taken place independently of the circumstances of the gold 
supply; thirdly, there is any change in the gold supply that may 
have taken place in consequence of a change in commodity pro- 
duction here ; and, fourthly, any change in commodity production 
here that may have taken place in consequence of a change in 
the gold supply. Finally, there is any change that may have 
taken place, as the combined result of any or all of these factors, 
in the level of general prices. It is plain that an upward movement 
of commodity production here, whether due to non-monetary 
causes, such as inventions or capital accumulation, or to the 
indirect influence of the increased demand for our commodities 
in terms of foreign gold, is likely to react favourably on the rate of 
real wages, and a downward movement unfavourably. There is 
no apparent reason why an increase in the gold fund, independently 
of any effects it may have on production or on prices, should 
affect the rate of real wages at all. A change in the level of general 
prices, however caused, may, it would seem prima facie, affect this 
rate in so far as economic friction causes the money rate of wages 
to lag behind price movements. Thus, if production expands and 
prices fall, the rate of real wages should rise more than it would 
have done if production had expanded equally but prices had not 
fallen. It is essential to our purpose that these distinctions should 
be kept clearly in mind. 

4. Professor Bowley has shown that between 1880 and 1898 
the average of all incomes, wage incomes and non-wage incomes 
together, increased in money some 15 per cent. ; between 1898 and 
1910 some 20 per cent.; while, when allowance is made for price 
changes, “‘ the average real income increased much more than 16 
per cent. in the first period and much less than 20 per cent. (if 
indeed it increased at all) in the second period.” More generally, 
from the early seventies to the early nineties the country’s 
aggregate income of goods and services was expanding strongly, 
and after that the expansion greatly slowed down. It is plain 
that this change would exercise a causal influence in checking 
the growth in real wages that had previously been taking place. 
Unless, therefore, it was itself in substantial measure an effect of 
the increased gold output, or of the price movements associated 
with it, we must conclude that at least a part of the injury to 
real wages was not due either directly or indirectly to these things. 


1 The Change in the Distribution of the National Income, p. 19. 
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5. Now, common opinion holds that, so far from new gold 
supplies and an upward price movement consequent upon them 
checking productivity, they have a strong tendency to expand it. 
The cheapening of gold, like the cheapening of any other com- 
modity imported from abroad (the demand for which has an 
elasticity greater than unity), should stimulate British export 
industries. Moreover, when prices rise, this fact, apart altogether 
from the cause of it, lessens the real payments that business men 
have to make on capital borrowed at fixed money interest, and 
thus improves their position, increases their confidence and 
stimulates them to increased activity. It must, indeed, be admitted 
that these considerations do not suffice to prove that new gold 
and consequent rising prices will actually increase productivity. 
As Dr. Marshall has shown, there are important considerations 
on the other side. The enhanced confidence that business men 
feel in times of rising prices is likely to increase the proportion 
of the nation’s resources that is invested in worthless undertakings. 
Furthermore, the fact that business men are helped by an artificial 
reduction in the real interest which they have to pay on their 
loans means that the pressure upon them to exert themselves to 
the utmost in order to maintain their position is diminished. 
And, lastly, the conditions of the struggle for survival being thus 
softened, weak men, who might otherwise have been forced out 
of business and compelled to sell their concerns to younger and more 
strenuous rivals, are enabled to maintain their places somewhat 
longer. In these ways the average level of energy and capacity 
in the ranks of the captains of industry is reduced somewhat 
below the level at which, apart from the upward price movement, 
it would probably have stood. These considerations make the 
common view that rising prices brought about by monetary causes 
are beneficial to production at least doubtful. It is still true that 
‘One wants very much stronger statistical evidence than one yet 
has to prove that a fall of prices diminishes perceptibly, and in the 
long run, the total productiveness of industry.” 4 Plainly, how- 
ever, we are not warranted, on the strength of this analysis, in 
deciding that the advent of new gold and rising prices definitely 
damage productivity. So far as our present knowledge goes, 
the main part at all events of the set-back that industry 
experienced in the period following the late nineties must be set 
down to causes independent of the gold movement—to such things 
as the absorption of capital in war and the close of the era of great 
transport improvements. Hence, so far as the set-back to the 
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rate of real wages results from the set-back to production, it was 
not due in any important degree to the influence of the new gold 
or the rise of prices. 

6. Professor Bowley has also exhibited a second significant 
fact. In the fifteen or twenty years following 1880 the proportion 
of the national income (including income from abroad) that went 
to ‘‘ property ” fell from about 374 per cent. to 36 per cent. or 
35 per cent. of the whole, but by 1913 it had risen once more to 
374 per cent. This might, of course, mean merely that the 
aggregate amount of property created through new savings 
increased more largely in the second period than in the first. 
Had this been so, however, the real rate of interest in the second 
period ought to have declined. In fact the real rate of interest, 
as measured in the yield of consols, appears to have risen slightly 
and, as measured in the yield of other fixed interest stocks, 
decidedly. On the whole it appears, though the statistical data 
are very imperfect, that in the period preceding the middle nineties 
the rate of return to capital was falling a little relatively to the 
rate of return to effort, including manual labour, and that, in the 
following period, this tendency was reversed. Was the damage 
to the rate of real wages that this reversal implies a result of the 
new gold and the price movement ? 

7. Whether or not it was so in part we shall consider more 
closely in a moment. It seems clear, however, that it was not so 
altogether. For two factors can be distinguished, obviously 
independent of gold and prices, that must certainly have contri- 
buted something towards it. The first of these factors is the 
large absorption, in the period from 1896 onwards, of resources 
in war—the Boer War, the Russo-Japanese War, the Balkan 
Wars—coupled with the fact that British capital was more and 
more finding attractive openings abroad. Hence the annual 
additions made to industrial capital available to co-operate with 
labour in this country were kept down by influences that were not 
operating formerly. The second factor is that the supply of 
industrial labour in this country was expanding in an abnormal 
manner. Mr. Layton has explained the matter very clearly in 
the following passage: “ The birth-rate reached its maximum 
about 1871, and the large number of children then born reached 
manhood during the nineties and are now (1913) in the prime of 
life. Meanwhile, our improved housing conditions and the 
progress of medical science have been keeping alive, not only a 
larger proportion of the infants born, but also a larger number of 
the older folk, whose expectation of life is steadily lengthening. 
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The net effect of those changes has been that, though the total 
population increased fastest earlier in the nineteenth century, 
the available industrial population has increased most rapidly during 
the last two decades. This is shown by statistics of the number of 
adult males in the population at various censuses. . . . There 
has been an addition to the adult male population under sixty-five 
since 1891 of no less than two and a half million persons, an 
increase of about 374 per cent., though in the same period the 
total male population has only increased by twenty-four per 
cent.’”’1 These two factors in combination, the check to new 
capital created and the more rapid increase in the supply of 
industrial labour, naturally tend to push the real rate of interest 
up relatively to the real rate of wages; and would, other things 
being equal, cause the upward movement in the real rate of wages 
to experience an absolute, as well as a relative, check. 

8. We have thus satisfied ourselves that a part, and probably 
a substantial part, of the set-back experienced by the rate of real 
wages in the period immediately preceding the Great War was 
brought about by causes with which neither South African gold 
nor the upward movement of prices resulting from it had anything 
to do as causes. There is still room, however, for the query 
whether any part of the set-back was caused by these things; 
whether, if the South African gold supplies had been just sufficient 
to keep prices constant, the set-back to the rate of real wages 
would have been smaller than it actually was. As has already 
been indicated, the gold and price movement may have reacted in 
some small measure adversely to production and, through pro- 
duction, to the rate of real wages. But there is no ground for 
holding that, in any event, this reaction can have been other than 
slight. Consequently, if any substantial part of the set-back to 
the rate of real wages resulted from monetary causes, these 
causes must have operated in a more direct manner. In the 
common view there is no difficulty about this. When prices 
rise, it is held, economic friction causes the rate of money wages 
to lag behind. The reason is that workpeople on the one side 
and employers on the other are accustomed to think of wages as 
so much money, without paying much attention to the fact that 
the real meaning of so much money varies as prices vary. The 
lagging on the part of money wages implies a fall in real wages. 
In this simple way a part of the set-back, which the rate of real 
wages experienced in the period we are considering, was directly 
and necessarily due to the upward movement of prices. 


1 W. T. Layton, Capital and Labour, pp. 38-9. 
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9. This apparently convincing analysis is, however, open to 
serious objection. The nature of this becomes apparent so soon 
as the process by which new money acts upon prices is clearly 
apprehended. We suppose that, apart from monetary causes, 
there are no influences at work tending to make aggregate pro- 
duction or the rate of real wages fall. When this assumption is 
not satisfied, the issue is altered in an important way that will 
be described presently. This assumption being made, however, 
it is plain that there is only one way in which new gold acts upon 
prices in a gold standard country such as England was in the 
period we are considering. The new gold flows into the Bank of 
England, with the result that the rate of discount falls and business 
men are encouraged to borrow more money to expand their 
business. They, therefore, purchase more raw materials. The 
increase in their demand for raw materials immediately raises 
the price of raw materials, and therewith, ultimately, the price of 
a number of other things in the manufacture of which the said 
raw materials play a part. As a result of this process the price 
of some of the things that workpeople are accustomed to buy— 
coal, for example—will go up; and so far the rate of real wages 
is injured in the way suggested in the preceding section. But 
the main part of working-class purchases does not consist of com- 
modities like coal, which serve as raw materials of manufacture. 
It consists rather of staple common articles of food, of which 
wage-earners consume in the aggregate an enormously greater 
mass than other classes, and the prices of which are only remotely 
connected with those prices of raw materials which the direct 
demand of employers forces upwards. In view of this fact it is 
difficult to see how the advent of new gold can raise the prices 
of the principal articles of working-class consumption otherwise 
than by first raising their aggregate money earnings, and this—if 
we take a view sufficiently long to eliminate the effects of fluctua- 
tions of employment—is equivalent to raising the rate of their 
money wages. If, however, the advent of new gold only raises 
the price of the things wage-earners consume by the indirect 
process of raising their money wages, it obviously cannot be an 
influence making for a reduction in the rate of real wages. 

10. This difficulty is fatal to the opinion that an increase in 
the gold supply injures the rate of real wages in the simple way 
set out in§8. Itis not, however, fatal to a more highly elaborated 
form of that thesis. For let us suppose that, in the first instance, 
the prices of the things demanded by employers rise, but that the 
prices of the things consumed by wage-earners do not rise. If 
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this happens, it becomes to the interest of producers to transfer 
their resources and activities from producing wage-earners’ goods 
to producing employers’ goods. The supply of wage-earners’ 
goods is in this way reduced, and, therefore, after a little while, 
their price is caused to rise—it may be before money wages have 
risen. That this is what was happening in the period prior to 
1914 is suggested by the fact that the price of house-room rose to 
a much smaller extent than the prices of other things consumed 
by wage-earners; for, if the immediate cause of the rise in these 
prices is a contraction of supply, house-room, the supply of which 
can only be contracted slowly, would be the last thing to be 
affected. Confirmation of these suggestions is found in the fact 
that the period after 1896 differs from the period preceding it in 
that the price of food relatively to the price of materials was 
decidedly lower than it had been. If the process of events 
was a rise in the price of materials and, in consequence of this, a 
continuing diversion of productive power to materials instead of 
food, the rise in food prices would naturally lag behind the rise 
in material prices, thus bringing about the result that is actually 
found to have occurred. We may conclude, therefore, that in 
this indirect way the influence of new gold during our period, 
acting in conjunction with the stickiness of money wages, really 
did tend, in some measure, to depress the rate of real wages. 
Possibly its effect in this direction may have been a little enhanced 
by an expectation on the part of dealers, bred of the price rise that 
had actually taken place, that all prices were going to rise, and a 
consequent tendency on their part to hold goods from the market, 
and so to bring about the fulfilment of their own forecasts. 

11. In the discussion of the two preceding sections it was 
assumed that there was no extra-monetary cause at work tending 
to reduce the rate of real wages. When there is such a cause at 
work, rising prices, however caused, may strike at the rate of real 
wages in a more direct and simple way. The non-monetary cause, 
whatever it is, tending to force down the real rate of wages would 
have considerable friction to overcome if, in order to accomplish 
its end, it had to force down the money rate of wages. But, if 
prices are rising, so that it can do this merely by preventing the 
money rates from going up pari passu with them, it has no 
friction to overcome. Obviously, therefore, it will operate more 

1 It may be that the evil plight of the wage-earners in Germany now is 
accentuated by this effect of an expectation of further inflation on the policy 
of dealers; though German wage-earners must in any event have suffered heavy 


loss in consequence of the collapse in the productivity of German industry and 
their own diminished efforts. 
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swiftly and effectively. If, then, the absorption of capital in 
war and the expansion in the number of adult wage-earners during 
our period were causes in themselves adequate, not merely to 
prevent the rate of real wages from rising, but actually to reduce 
it, the expansion of the gold supply will have been able, along this 
route also, to strike a blow at the rate of real wages. On the 
whole, however, though no exact statistical investigation is 
possible, the general result of our study suggests that the part 
played by gold and price movements in causing the set-back to 
real wages of which we have record in our period was probably 


small. 
A. C. Picou 











THE AGRICULTURAL INQUIRY 


Agricultural Tribunal of Investigation. Interim Report. (Cmd. 
1842. 8vo. Pp. ii+ 12. Price 6d.) 


“Commissions”’ and ‘‘ Committees of Inquiry,’”’ even with 
a judge as chairman, being a little discredited in these latter 
days, the late Government in its last hours, thinking the same 
thing might smell more sweet under another name, decided to 
set up a “ Tribunal of Investigation ”’ to inquire into agricultural 
methods. The present Government adopted the idea, so that 
the minute of appointment was signed by Mr. Bonar Law on 
the 26th of December, 1922. 

As if to mark still more completely the abandonment of the 
effete machinery of the past, the Tribunal is composed entirely 
of Professors, namely, Sir William Ashley, Professor of Com- 
merce at Birmingham, and Professors Adams and Macgregor, 
Professors respectively of Political Institutions and Political 
Economy at Oxford, its academic character being completed 
by the appointment of Mr. C. 8. Orwin, Lecturer in Agricultural 
Economics at Oxford, as Agricultural Assessor. 

The reference to the Tribunal smacks of the politician inexpert 
in economics and trying, as usual, to combine incompatible 
ideals. It is “‘ to inquire into the methods which have been 
adopted in other countries during the last fifty years to increase 
the prosperity of agriculture and to secure the fullest possible 
use of the land for the production of food and the employment 
of labour at a living wage, and to advise as to the methods by 
which those results can be achieved in this country.”” What is 
“ agriculture,” and when does it ‘‘ prosper’? Is “‘ agriculture ”’ 
in this context the cultivation of the fields, and if so, are we to 
consider it ‘‘ prospers ’”’ (1) when more persons are employed in 
cultivation, whether their per capita product is greater or less, or 
(2) when the aggregate produce is greater, whether the additional 
produce is got by a more than proportional or a less than pro- 
portional addition to the labour employed, or (3) when the 
produce per capita of persons employed directly and indirectly 
in agricultural production is greater, whether the aggregate 
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produce is greater or less? It was doubtless some obscure 
feeling that the prosperity of agriculture required definition that 
led the framer of the reference to add the words, ‘‘ and to secure 
the fullest possible use of the land for the production of food 
and the employment of labour at a living wage.” These words 
suggest that his ideal of a prosperous agriculture was one in 
which the greatest possible aggregate produce is combined with 
the securing of a living wage to the persons employed, farmers 
being probably supposed able to look after themselves, and 
landlords, whether dukes or others, being taken as negligible. 
But this only makes the darkness visible. There are few things 
more certain than that getting the greatest possible aggregate 
amount of produce out of the land will prevent what in twentieth- 
century England is called a “living wage” being available for 
agricultural labour, and indeed for any kind of labour. Every 
farmer and every person who has grown potatoes or peas in his 
garden for his own consumption knows by experience that it is 
“not worth while”? to expend more than a certain limited 
amount of labour on the land, not because no additional produce 
could be got by additional labour, but because the additional 
produce would not be sufficient to remunerate the additional 
labour at the existing rate. To make arrangements for the 
fullest possible use of the land would be an attempt towards 
the attainment of the ideal, rightly derided by J. 8S. Mill, of a 
“ human anthill,” in which the people are as numerous as possible, 
and all enjoy a “living wage”’ only in the literal sense of the 
barest necessaries of life in return for the longest possible hours 
of the hardest possible labour. 

The three Professors, who have all taught economics at one 
time or another, must have been long acquainted with this 
economic commonplace, and the Agricultural Assessor has quite 
recently insisted on it, declaring that if the people of Great 
Britain want more agriculture they can have it by paying for 
it, with an emphasis on the condition which to many agriculturists 
has seemed at least untimely. 

We may suppose that the Tribunal resolved to put a “ liberal 
interpretation ”’ on the politician’s phrases, and to take it that he 
really meant his ideal to be the securing of the greatest aggregate 
produce compatible with the payment of a living wage to the 
persons employed, and that by a living wage he did not mean 
anything less than such a wage as country labour would be likely 
to accept having regard to the remuneration obtainable in other 
employments. The general idea at the back of his mind evidently 
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was that the Tribunal should study foreign experience and find 
out from it how the efficiency of British agriculture might be 
improved—and a very good idea too. It may be, and probably 
is, true that British agriculture is already so efficient that a day’s 
labour of a given length and intensity in it at present yields 
more or better product than the same amount in most parts of 
Europe, but no one supposes that it has nothing to learn even 
from systems which, on the whole, are inferior. Moreover, 
‘other countries’ include not only European countries, but 
those other countries, British and foreign, across the oceans 
where the power of the agricultural worker to produce is far 
greater than in Europe. 

If any difficulty is felt about the acceptance of this interpre- 
tation of the reference, there can, at any rate, be no doubt that 
it intended the principal work of the Tribunal to be an investiga- 
tion of agricultural policy in other countries. It was never 
framed in the anticipation that the Tribunal might forthwith 
recommend a policy centuries old for stale old reasons which 
have been familiar to everyone for a century or more. Pro- 
fessors, however, read the newspapers, and the newspapers have 
discovered from the eastern counties strike and other indications 
that British agriculture is in a “ plight,’’ and that the business 
of the Tribunal is to pull it out. The Tribunal has responded to 
the call with a nimbleness which might be envied by mere 
politicians, and brought out an interim report in which the experi- 
ence of foreign countries appears as little more than padding, 
while the staple is recommendation of protective measures based 
in no way whatever upon that experience. 

The report begins with “the very serious crisis with which 
the agricultural industry in this country is faced,’ and a descrip- 
tion of “the gravity of the immediate state of British agri- 
culture ”’ which is intended to be blood-curdling, but, it must 
be confessed, reads a little tame to anyone familiar with con- 
temporary descriptions of the same thing after the Napoleonic 
War. In causing ‘“ the depression in agriculture,” “‘ drought in 
1921 and the heavy fall of prices in 1922 have been main factors.” 
But the Tribunal has no proposals for stabilising the weather by 
methods successfully practised in other countries, and does not 
say that any other country has succeeded in stabilising the 
profits of agriculture in favourable and unfavourable seasons. 
Nor does it consider the cause of the recent fall of prices, and 
whether it is likely to recur; nor how other industries have met 
the fall in the price of their products. The immediate crisis is 
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brought up merely to excuse the hurried presentation of a report 
recommending a few of the usual expedients for fighting one of 
the most enduring and most satisfactory tendencies of human 
progress—the tendency for an ever-diminishing proportion of 
human labour to be required for satisfying the human stomach, 
which, as Adam Smith observed, is of limited capacity. 

Agricultural co-operation and education, which the Tribunal 
proceeds to praise, are, of course, good things which accelerate 
this tendency to a diminution of the proportion of persons em- 
ployed in agriculture in the world at large, but if they are more 
largely adopted in one country than in others, they may have 
the effect of concentrating more of the world’s agriculture in 
that country, and so of tending to increase agricultural employ- 
ment in that country. Whether they actually have that effect 
in any particular case depends on the particular circumstances. 
That they would have it in this country the Tribunal assumes 
by putting them immediately after a paragraph (§ 9) of which 
the burden is a complaint that “in every other country agri- 
culture plays a larger part in national life.” It may quite easily 
be true, but it surely requires some kind of proof. The countries 
which occur to the ordinary mind as those in which agriculture 
plays a very large part in national life are China, India and 
Russia, none of them specially remarkable for agricultural 
co-operation and education. 

But it is only after this that we come to the real business 
of “ Recommendations.” The first suggests some extension of 
the proposals of the Committee on Credit Facilities, and the 
next asks for a 25 per cent. reduction of railway rates, at the 
expense of the taxpayer if it cannot be forced on the companies. 
Professor Macgregor dissents so far as the taxpayer is concerned. 
The third recommendation is for renovating and immensely 
enlarging the Agricultural Rates Act grant by making it equal 
to half the produce of the existing rates instead of half the amount 
levied in 1896. The stock objection that this grant gives most 
relief where least is needed is not noticed, but Professor 
Macgregor thinks the recommendation at least precipitate. 

After subsidies, Protection, at first in somewhat ludicrous 
disguise. Farmers would like to have more wheat offals if they 
were cheaper, and it has been suggested that there would be 
more and cheaper offals if the importation of flour were stopped, 
because then, it is argued, wheat would be imported instead of 
flour, and be illed here, giving out its offals to the British 


farmer instead of leaving them behind to be sold in the country 
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of origin. “It is probable,’ says the Tribunal, “that such 
action would not raise the price of flour in this country, for the 
existing milling capacity of this country is capable of an output 
equal to our total consumption of flour.” Apart altogether 
from the possibility that the few great mills in this country, 
when relieved of foreign competition, might combine to fleece 
the consumer, this is a very remarkable argument, which shows 
the value of a correct understanding of the doctrine of the value 
of joint products. At present, say, of every five bags of flour 
which we use made out of wheat grown outside the country, four 
have been milled here from imported wheat, while the other has 
been milled abroad, leaving the offals behind. Why this pro- 
portion? Because, having regard to the prices of both flour 
and offals and the cost of milling in the various countries of 
origin and here, this is the proportion which just pays. If 
more wheat and less flour were sent, it is very likely that the 
relative cost of milling would be inappreciably affected, but the 
change would quite obviously tend to reduce the price of offals 
here (as the Tribunal itself expects) and raise it in the countries 
of origin. How anyone could fail to see that this would tend 
to reduce the quantity of wheat sent to this country, and conse- 
quently to raise the price of all wheat here, is difficult to imagine. 
And the position of the Tribunal is not improved by its claim to 
have found an even better way of cheapening offals without 
raising the price of flour to the consumer. After the words 
quoted above it goes on: “We recommend, however, that the 
import be left open, but that importers of wheat flour should be 
required to send a corresponding proportion of wheat offals.” 
With every three hundredweights of flour, the importer must 
bring in (whether in the same ship or otherwise is not stated) 
one hundredweight of offals! Really, if Tribunals of Professors 
are going to make jokes of this quality, near akin to the “ jokers ”’ 
of American protective legislation, the sooner we have the old- 
fashioned Commissions again the better. Anyone who has ever 
handled grain and flour knows that if he has the choice of carrying 
a quantity of grain unmilled or the same quantity after con- 
version into flour and offals, he will elect to carry the grain 
unmilled, and consequently the proposal of the Tribunal is fully 
equivalent to the prohibition of import which it professes to 
avoid. 

Having made this approach the Tribunal now gets to Pro- 
tection naked and unashamed. It proposes a duty of 10s. a 
quarter on malting barley if imported from foreign countries 
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and 6s. 8d. if from Dominions, and a duty of 20s. per cwt. on 
foreign and 13s. 4d. on Dominion hops. Modelling itself on the 
well-known and in every respect utterly discredited principle of 
the old English corn-laws, it actually recommends that the 
importation of potatoes should be prohibited except when 
licensed by the Board of Trade “after consultation with the 
Minister of Agriculture as to the extent of home supplies,” which 
means, of course, that the ports are to be shut ordinarily but to 
be opened when the crop at home is unusually short. 

Professor Macgregor dissents from the recommendation about 
the imports of flour and offals, and from that about malting 
barley and hops, but accepts the potato proposal. 

The protection of the infant industry of beetroot sugar is 
to continue “ sufficiently long to enable the experiment to be 


thoroughly tested’; and all imported agricultural produce is 
to be marked with the name of the country of origin so far as 
practicable. 


The only other important recommendation is that six district 
agricultural wages boards should be set up in England and 
Wales to fix minima wages and give permits only. The argu- 
ment in favour of this is not well knit, and is probably the result 
of combining the different contributions of several hands. The 
idea that something of the kind must be offered to buy off oppo- 
sition to the “‘ forms of assistance’ proposed is not definitely 
put forward, but seems to underlie the suggestion of §§ 35 and 36, 
that farmers will not work Trade Boards well unless they ‘“ can 
entertain a certain feeling of security with regard to their business 
prospects.” 

“Low wages,” says the Tribunal, ‘“ are too often coincident 
with bad farming.” It would probably say the same of low 
rents. But if the farmer, like other producers, is driven to more 
efficient production by greater outgoings, why is he, unlike them, 
never driven to more efficient production by smaller incomings 
resulting from lower prices? The Tribunal may fairly be asked 
to answer this question in its next report, or in the alternative 
to say definitely that it does not consider itself appointed to 
improve the productivity of agricultural industry, but to give 
us as much agriculture as we are prepared to pay for. 

Epwin CANNAN 
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ECONOMIC PSYCHOLOGY 


Economic Motives. By ZeNas CiarK Dickinson, Ph.D., Assis- 
tant Professor of Economics in the University of Minnesota. 
Harvard Economic Studies, Vol. XXIV. (Harvard Uni- 
versity Press. 1922. Pp. vii + 304. Price 12s. 6d. net.) 


My Life and Work. By Henry Forp, in collaboration with 
SAMUEL CrowTHER. (London: William Heinemann. 1922. 
Pp. 289.) 


THE question to which Mr. Dickinson addresses himself is 
one of great interest and moment. The main outlines of modern 
economic theory were framed by men who held, and to a large 
extent created, the body of psychological doctrine known as 
Utilitarianism or Hedonism. Since their day the science of 
psychology has made great strides. New methods of study have 
become available and new conceptions of the relations of mind 
and body have come to the fore ; and while the psychologists are at 
least as far as the economists from being at peace among them- 
selves, there is something like general agreement that the grand 
simplicity of the hedonist hypothesis is inadequate and misleading. 
Does it not follow that economists, in manipulating the old 
apparatus of desire and utility, are fumbling with an outworn 
model, and building their elaborate constructions on a foundation 
of sand ? 

It is a relief to find that Mr. Dickinson is able to answer this 
question in the negative. I had better confess at once that I am 
not competent to appraise the process by which he reaches this 
reassuring conclusion. So far as I can tell, his critical survey of 
the notions and methods of the newer psychologies is thorough 
and sensible; but for all I know it may be incomplete and even 
wrong-headed. Certainly I find it an effort to believe that when 
I think I am thinking about my investments or the quantity 
theory of money I am really only a kind of battle-ground for 
innumerable minute physiological processes, occurring largely in 
the tongue and the larynx, which are, as it were, nipped in the 
bud before they have a chance of altering my observable behaviour. 
But I have believed harder things than that at the bidding of 
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men of science; and if the great Victorians Reason and Intellect 
have really fallen on such ill days, it is all the more comforting 
to know that those tiny twitchings in the mouth come in the end 
to so nearly the same thing as that which I used to dignify by 
the name of thought. 

Mr. Dickinson’s vindication of the validity of economic 
science seems to rest on two main propositions. In the first 
place he reminds us that the first business of the economist is to 
observe how people act,—to emulate the modern psychologist 
in collecting and grouping and analysing the “ behaviour-data ” 
relevant to those branches of conduct in which he is interested. 
If men, in fact, buy more of a thing if the price falls, it is not of 
primary import to the economist whether they do so because 
they desire gain, or because they are the victims of “ slight 
innervations, initiated at some remove by peripheral stimulation.” 
Even if the workings of the human mind (or larynx) are destined 
to remain for ever shrouded in mystery, there will still be plenty 
of useful work for the economist to perform. 

It is interesting to a Cambridge economist to find Mr. Dickin- 
son developing this point of view, for it is the note struck so 
forcibly by Mr. Henderson at the outset of his recent study of 
Supply and Demand. But Mr. Dickinson seems more clearly 
conscious than Mr. Henderson that the economist bereft of a 
psychology, while he may be able to support life, can scarcely 
be expected to enjoy it. After all, most of us, I imagine, agree 
with Professor Pigou, that economic science would be a dreary 
affair if it promised us light only and not also a hope of fruit; 
and if that is so, we are entitled and indeed compelled to take an 
interest in the nature of the fruit, and to inquire what that thing 
is which it should be the aim of statesmen and reformers to 
maximise. It may be worth reading and writing dull books in 
order to promote the happiness of the human race, but scarcely 
in order to promote the maximum turbulence of laryngeal 
neurones. Even Mr. Henderson cannot get far in his discussion 
of “ what is,”’ still less of ‘‘ what ought to be,” without reintroduc- 
ing that familiar hierarchy of desires and enjoyments which he 
has started by cutting in the street; and Mr. Dickinson’s whole 
book is inspired by the conviction that psychology does matter 
to the economist. 

For this reason more weight seems to me to rest on the second 
main plank in Mr. Dickinson’s argument. Very briefly, he 
concludes that the gap between the old hedonist doctrines and 
those of modern Behaviourism is much narrower than is often 
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supposed, and that for the practical purposes of the economist 
the former remain substantially valid. In the useful survey of 
pre-Utilitarian and Utilitarian psychology which makes up the 
first section of his book, Mr. Dickinson lays special stress on its 
“* associationist ” aspects. The most hardened “ intellectualists ” 
did not, he reminds us, suppose that the ordinary man always 
calculates out the consequences of his actions in terms of pleasure- 
pain: they realised that men act frequently from habit, based 
on the previous experience of themselves or other people. They 
were aware, too, of the phenomenon of “ transfer,’’—that courses 
of action originally followed as a means to an end come to be 
followed as an end in themselves. In his second part—in his 
study of those ‘‘ response-mechanisms’”’ which in modern sen- 
sationalism do duty for what we used to call desire—Mr. Dickinson 
lays stress on the phenomenon of the “‘ conditioned reflex ’”’—a term 
whose meaning can perhaps be best conveyed to the uninitiated 
by the example of the dog whose mouth, having grown accustomed 
to water at the sight of food exhibited in a red light, waters 
ultimately at the sight of the red light in the absence of food. 
In the similarity of the old “ association of ideas” to the new 
* conditioned reflex ’’ Mr. Dickinson finds one of his main bridges 
between the old modes of thought and the new. It may be more 
true to say that we desire what we seek than to say that we seek 
what we desire; but so long as there is still pleasure, a concomi- 
tant if not a cause of physiological movement, the economist 
need not feel at a loss; and so long as response-mechanisms can 
be trained to answer new stimuli the reformer need not despair. 

The third and most economic section of Mr. Dickinson’s book 
will be to economists the least interesting because the least 
unfamiliar. Students of Marshall will not learn much that is 
new about wants, or consumers’ surplus, or the marginal saver. 
But it is interesting to note that on the vexed question of the 
existence of ‘“ real costs’ Mr. Dickinson takes a middle position, 
holding that in every instance of “ costly ’’ production there is 
probably a mixture of positive “ pain-cost ”’ and of ‘‘ opportunity- 
cost,” defined as the foregoing of one pleasure in order to accept 
another. He sees more hope of progress in a modification of 
inheritance-laws than in a direct attack upon interest-taking ; 
and he ends on a note of cautious optimism with a discussion of 
the possibilities of reinforcing the financial with the non-financial 
motives for work. 


It is instructive to turn from theory to practice—from Economic 
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Motives to Mr. Henry Ford’s My Life and Work. In the pages 
of this lively, tumultuous, provoking and fascinating book the 
economic psychologist will find a record of behaviour-data more 
baffling and absorbing than those presented by any bemused 
guinea-pig or deluded dog. 

It is tempting to linger over the more picturesque passages of 
this work,—over the momentous meeting of Henry Ford, aged 
twelve, with a traction engine; over the vision of the first Ford 
car tethered to a lamp-post to prevent the inquisitive passer-by 
from testing its response-mechanisms (as Mr. Dickinson would 
say); over the professional bicyclist who would “try anything 
once”? and drove the 999 to victory; over the one political 
mobilisation of the Ford interests,—in favour of a bill for the 
provision of sanctuaries for migratory birds. But we must hurry 
on to the behaviour-data more strictly relevant to the title of 
this JOURNAL. 

Here, expressed so far as possible in his own terse and salty 
phrases, are some of the principles which, according to Mr. Ford, 
have led to his phenomenal business success. 

(1) Don’t fiddle about with your product. Take time and 
thought before putting it on the market, but once it is there 
don’t try to “improve” it,—devote your energies instead to 
improving the process of production. ‘I spent twelve years 
before I had a Model T—which is what is known to-day as the 
Ford car—that suited me. We did not attempt to go into real 
production until we had a real product. That product has not 
been essentially changed.” “It is extraordinary how firmly 
rooted is the notion that business—continuous selling—depends 
not on satisfying the customer once and for all, but on first 
getting his money for one article and then persuading him that 
he ought to buy a new and different one.” ‘‘ One idea at a time 
is about as much as anyone can handle.” 

(2) When in doubt cut prices. ‘‘ We first reduce the price to 
a point where we believe more sales will result. Then we go 
ahead and try to make the price. We do not bother about the 
costs. The new price forces the costs down.” 

(3) Dispense with experts, systematic records and so-called 
organisation. ‘If ever I wanted to kill opposition by unfair 
means I would endow the opposition with experts.” ‘If you 
keep on recording all of your failures you will shortly have a list 
showing that there is nothing left for you to try.” “‘ A business 
is a collection of people who are brought together to do work 
and not to write letters to one another.” “There had been an 
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executive office [of the Detroit, Toledo and Irontown Railway] in 
Detroit. We closed that up, and put the administration into 
the charge of one man, and gave him half of the flat-topped desk 
out in the freight office.’ ‘‘ The promotion itself is not formal ; 
the man simply finds himself doing something other than what 
he was doing, and getting more money.” 

(4) ‘‘ Keep clear of outside finance. A properly run business 
ought to be able to finance its extensions out of its own profits. 
Dividend-hunting poisons business and defeats its own ends.” 
“The most surprising feature of business as it was conducted was 
the large attention given to finance and the small attention to 
service.” ‘‘ I have never been able to understand on what theory 
the original investment of money can be charged against a 
business.” “I regard a bank principally as a place in which it 
is safe and convenient to keep money.” ‘‘ Borrowing under 
certain circumstances is just like a drunkard taking another 
drink to cure the effect of the last one.” “I regard business 
profits above a small percentage as belonging more to the business 
than to the shareholders. The shareholders to my way of 
thinking ought to be only those who are active in the business 
and who will regard the company as an instrument of service 
rather than as a machine for making money.” 

Of almost equal interest is Mr. Ford’s account of his attitude 
towards Labour. He is not hostile to Trade Unionism, but he 
will have no dealings with it. The Ford men, as everybody 
knows, are well paid; what is more surprising is that they are 
paid time-wages. The discipline is admittedly strict : but I feel 
we need other evidence than Mr. Ford’s as to what degree of 
“ driving ” is necessary to maintain the prodigious pace of pro- 
duction without recourse to the lure of piece-wages. I gather 
that the rather naive “ profit-sharing ’’ scheme of 1914, which 
consisted in bringing wages up to a flat rate of five or six dollars 
by making the bonus vary inversely with the basic wage-rate, 
has been abandoned, together with the inquisition into home 
life which accompanied it. There is now no paternalism; it 
does not seem that Mr. Ford’s lieutenants waste much time in 
what Mr. Dickinson calls “ analysing out some of the ‘ human 
nature’ quirks of the people they have to deal with.” “It is 
not necessary for people to love each other in order to work 
together.” ‘‘ There is not much personal contact—the men do 
their work and go home—a factory is not a drawing-room. But 
we try to have justice, and while there may be little hand-shaking 
—we have no professional hand-shakers—also we try to prevent 
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opportunity for petty personalities.” Much thought is given to 
arrangements for safety and sanitation; it is characteristic that 
“the dark corners which invite expectoration are painted white.” 
Mr. Ford holds that an industrial institution ought to be able to 
find work, at full wages and not as a matter of charity, for its 
full quota of the unfit members of the community, and at the 
last census he had 9563 sub-normal men in employment, including 
3 totally blind, 37 deaf and dumb, 60 epileptics and about 1000 
victims of tuberculosis. (A colleague of mine suggests that in 
this particular field of social experiment Mr. Ford has been 
anticipated by the Universities.) 

Mr. Ford is not afraid of the alleged injurious social effects 
of the methods of mass production: most men, he thinks, are 
neither desirous nor capable of anything but routine work. “I 
have not been able to discover that repetitive labour injures a 
man in any way.” ‘“‘ The average worker wants a job in which 
he does not have to think.” ‘‘ The vast majority of men want to 
stay put. . . . The difficulty is not to discover men to advance, 
but men who are willing to be advanced.” ‘‘ The kind of man 
that does not like repetition work need not stay in it.” Once 
more [I feel I should like a second opinion. I am sure Mr. Ford 
has done his best to explain, but by what magic does the system 
of cheery chaos by which every man always finds himself in the 
right place really work? How came it that in 1919, 3702 
operatives were discharged ‘“‘ because they refused the job assigned 
or, without giving cause, demanded a transfer”? And why 
should Mr. Ford himself feel constrained in a later chapter to 
admit that “‘ there is another field that beckons us—the abolition 
of monotony ” ? 

What is Mr. Ford’s secret, and what, if anything, does his 
immense personal triumph portend for the future of industry? I 
do not think that he can be said to have treated the labour question 
on lines which will prove generally and permanently acceptable. 
Nor do I think his solution of the problem of the relation of 
industry and finance is of universal validity. His ideal of the 
self-financing business is an attractive and refreshing one in an 
age and a country in which the financial manipulation of industry 
has become far too common, and in which the phenomenon of 
the idle and greedy shareholder has become one of the supreme 
social irritants. Yet I do not believe that society is ready as yet 
to scrap at Mr. Ford’s bidding the whole ingenious mechanism 
by which the resources of the indolent, the unambitious and the 
otherwise engaged are concentrated into the hands of the economic- 
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ally energetic. This part, like most of the rest, of Mr. Ford’s 
industrial philosophy is dominated by one assumption—that the 
demand for your product is continuously and overwhelmingly 
elastic. He suggests, partly out of a characteristic modesty, 
that what he has done for the motor-car can be done by some- 
body else for anything you please; but it is significant that at 
the age of eighteen he resisted the temptation to become a watch- 
maker because he “‘ figured out that watches were not universal 
necessities, and therefore people in general would not buy them.” 
Perhaps he had something of the luck which genius deserves in 
finding the motor-car in a stage of development when he could 
“take what was a luxury and turn it into a necessity.” 

For the rest, we are reduced to the old answer—the force of 
personality. Take an unusual compound of the inventor and 
the organiser, endow it with wit and simplicity and determination 
and immense capacity for work, and you have Henry Ford. 
Be grateful to him for his cars and his tractors and his literary 
style; but do not deceive yourself into thinking that you know 
much about his response-mechanisms, or can build water-tight 
industrial theories on observation of his behaviour-data. 

D. H. RoBERTSON 
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RECENT RESEARCHES IN INDUSTRIAL FATIGUE 


In July 1918 a Research Board was appointed by the Medical 
Research Council to carry on the investigations initiated by 
the Health of Munition Workers Committee. Undeterred by 
“ cuts,’ and threats of further cuts from the Geddes axe, the 
Industrial Fatigue Research Board have since then continued to 
issue what a contemporary daily has been pleased to call ‘‘ these 
jolly reports with pink covers’”’ which “ get better and better 
every month.” Twenty reports now! stand to their credit. 

According to the official terms of reference, ‘‘ research is under- 
taken’ by the Board “to promote better knowledge of the 
relations of hours of labour and of other conditions of employ- 
ment, including methods of work, to functions of the human 
body, having regard both to the preservation of health among 
the workers and to industrial efficiency.” And it is clear from 
the twenty-two reports published to date that “ Industrial 
Fatigue ” is not interpreted in any narrow sense. 

Some of the reports do not indeed attempt to enter into “ the 
relation of conditions of employment to functions of the human 
body”; they are content merely to describe the conditions 
accurately, be it in the boot and shoe industry (No. 11), 
in potters’ shops (No. 18), or in bobbin-winding (No. 8). But 
where relationships actually are traced, the effect on output of 
varying hours and varying air conditions is the burden of the 
largest homogeneous group of reports. Daily and hourly out- 
put curves at various times of the year are given in shell-making 
(Report No. 2),in silk-weaving (Report No. 9), in fine-linen weaving 
(Report No. 20), and in boot and shoe factories (Report No. 10) ; 
yet the most important reports in this group both in quantity 
and quality are those by Dr. H. M. Vernon that deal with the 
tinplate industry (Report No. 1), with the iron and steel industry 
(Report No. 5), and with the time required for the rate of out- 
put to adapt itself to altered hours of work in metal industries 
generally (Report No. 6). 

In these reports of Dr. Vernon the happy tendency of daily 
output to increase in the long run with shortened hours of work 


1 January 1923 











186 THE ECONOMIC JOURNAL [JUNE 


is shown to have limits. The 10 per cent. rise in hourly output of 
tinplate mill men when changing from an eight to a six-hour day 
will clearly not permit a greater production per shift. Nor can 
much comfort be derived from the fact that three eight-hour 
shifts produced in blast furnaces no more output, and in open 
hearths only from 2 to 9 per cent. more output, than two twelve- 
hour shifts. On the other hand, Dr. Vernon can point to enormous 
improvements in efficiency obtained by changes in the material 
equipment. It is clear that output is, in these occupations, 
largely determined mechanically, and Dr. Vernon is right, there- 
fore, in turning to records of lost time, sickness and mortality 
as tests of efficiency to supplement the test of output. 


Scientific Management and Science 


A second large group of reports (Nos. 3, 12, 14, 15 and 16) 
dealing with Motion Study and Vocational Selection invade 
the territory of Scientific Management and subject the claims of 
American enthusiasts to a thorough overhauling. 

When Taylor writes in his Principles of Scientific Manage- 
ment of bicycle-ball inspectors being selected according to their 
‘* personal coefficient ” as discovered in the “‘ physiological depart- 
ments of our universities,” it is shown that he was only speaking 
metaphorically or possibly, and as his followers would have it, 
with poetic licence. No physiological test was given. All that 
actually happened was that the girls were timed during their 
inspection by the familiar stop-watch methods, and the slowest 
and least industrious were dismissed. Moreover, there is no 
evidence whatever that the ‘“‘ one element which did more than 
all of the others ” in the subsequent improvement in output was 
in fact this “ scientific selection of workers ”’ as Dr. Taylor claims. 
New factors, such as rest pauses, motion study and more stimu- 
lating methods of payment, were all introduced at the same 
moment. It is certainly time that scientific management should 
be challenged in the name of scientific method. Not one of its 
devotees seems to have thought of the isolation of factors, any 
more than many of them understand the uses of averages, probable 
error, or statistical methods generally. 

In contrast to the ‘‘ strong-arm ”’ (or is it the “ glad-eye ”’ ?) 
method of hiring and firing employees, the Fatigue Research 
Board sets up a scientific procedure by means of physiological 
and psychological tests of fitness. In Report No. 16, Mr. Muscio 

shows how those likely to make efficient compositors can be 
“‘ spotted ” in three-quarters of an hour. The tests he suggests 
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for the purpose classify compositors as to efficiency almost exactly 
as did their supervisors. The correlation of the ranking by four 
tests combined and the ranking by the supervisor was + 68 in 
one works and + 74 in another. Selective tests are also discussed 
by Mr. Muscio for occupations in industries such as transport, 
mining, building and engineering, where physical strength is 
still a requisite. : 

Once an employee is selected for any job, the next step in the 
scientific management programme is to think out and teach the 
right motions. The Industrial Fatigue Research Board are not 
behindhand, and improve on the usual text-book of scientific 
management in telling us exactly what were the improvements 
in methods of work which led to increased efficiency. Two reports 
(Nos. 14 and 15) on Motion Study for which Mr. Eric Farmer is 
responsible are admirable examples of what scientific management 
ought to have told us, but did not. Even in simple operations, 
such as polishing spoons, dipping sweets, and covering chocolates 
by hand, improvements in the method of performance are shown 
to decrease the time required anywhere from 8 to 88 per cent. 

But Mr. Farmer is not for output at any price. In addition 
to their publicity, his methods are distinguished from such as 
Gilbreth’s “‘ one best method ”’ in their adaptation to the worker’s 
individual idiosyncrasies and in their care for the worker’s ease, 
health, rhythm and ultimate efficiency. 

No doubt the usual scientific management expert, even if his 
methods do conduce to health and ultimate efficiency, is, as a 
professional man, unable to publish the secrets by which he lives, 
and is in any case not particularly interested in scientific 
research as such. If this is so, there is all the greater reason for 
continuing the work of the Industrial Fatigue Research Board. 

There remain to be considered in greater detail reports dealing 
with Labour Turnover (No. 13), with Individual Differences in 
Output (Nos. 7 and 17), and with Industrial Accidents (Nos. 4 


and 19). 


Labour Turnover 


The Board may be congratulated on giving such a thorough 
consideration to a subject not dreamt of as yet in the philosophy 
of English employers. Labour Turnover, alias Labour Wastage, 
alias Labour Recruitment, is the number of employees leaving 
an organisation in any given period compared with the total 
numbers in the organisation. A refinement I have always 
advocated is to omit those who left because there was no work 











188 THE ECONOMIC JOURNAL [JUNE 


for them, and to count, in fact, only those who had to be replaced. 
For it is in the training of new employees to take the place of the 
old that the main expense is incurred. The U.S. Department of 
Labour has recently come round to this view. The Fatigue 
Research Board, however, still include in the numerator of the 
turnover rate all employees who leave, but they introduce 
novelties in forming the denominator. 

It is found almost universally true that an employee’s liability 
to turnover is much greater in the first months of his employment 
in any particular organisation than later on, just as the liability 
of a human being to die is greater in infancy. In view of this 
tendency to “infant mortality” in industry, it is unfair and 
unscientific to compare the rates at two factories, or during two 
periods in the same factory, if the proportion of those recently 
hired is different at the two factories or at the two periods. 
Accordingly the Board advocate and use a standard length- 
of-employment distribution; they calculate the turnover rate 
separately for each group with approximately the same length 
of employment. 

The material collected by the Board’s investigators was 
drawn from many separate factories, most of which were newly 
organised during the war; but even so the path of the reader 
through the mass of tables might have been made easier. The 
“ key ” table is No. XX XVII., and here numerous errors can be 
detected due either to faulty copying from other tables or failure 
to reduce rates to the common basis indicated in the headings. 

The statistical procedure adopted at the suggestion of Major 
Greenwood is in itself so complicated—perhaps fatally compli- 
cated for the busy business man—that simplicity and accuracy 
in presenting the results were essential. On the whole we are 
not convinced that a simple division of the numbers replaced 
per year by the total numbers employed at any representative 
moment within the year is not, after all, the procedure to be recom- 
mended. Comparisons would thereby be permitted with the 
accumulating mass of American experience, and further investiga- 
tion in England would not be unduly discouraged. In these days 
of post-war laisser faire, one cannot hope that Government 
agencies will collect figures of turnover on any considerable 
scale. The matter must be left to the private enterprise of the 
business man, and however alert or enlightened he may be, it is 
doubtful whether he will want to do more than find out from 


1 Use of Factory Statistics in the Investigation of Industrial Fatigue, pp. 92-95. 
Columbia Studies. P. & 8. King, 1918. 
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time to time the cost of his actual turnover when compared with 
his total wages bill. The suggestion of refinements in technique 
requiring an expensive addition to his office staff will probably 
“Jeave him cold.” 


Individual Variability in Output 

Report No. 4 gives evidence for supposing certain individuals 
inherently more susceptible to accidents than others. This con- 
clusion has been sufficiently remarked upon, and an equal measure 
of attention should have been paid to the conclusions contained 
in Reports 7 and 17 as to the distribution among individuals of 
inherent productivity. 

The mere range of variation of such a distribution forms an 
important measure of the net effect of the much-discussed human 
factor in industry, and there is no doubt that a “ squad” of 
workers engaged individually on exactly similar work and under 
the same physical conditions will usually show wide differences 
in output. 

In an American metal factory I was able to observe in detail 
the work of fourteen women painting a solder mixture by hand 
on the backs of buttons. No machinery was employed in this 
operation, and there was a total range of variation in each 
individual’s average output as between 78-1 per cent. and 
117-8 per cent. of the average output for the group. The mean 
variation was 8-8 per cent. 

A variation no less wide is found by the Fatigue Research 
Board in weaving with automatic looms. Wyatt (Report 
No. 7) finds a total range of variation from 73 to 126 per cent. 
of average weekly output among 752 plain weavers; of 75 
to 119 per cent. among 46 winders, and of 65 to 132 per cent. 
among 423 fancy weavers. The mean variation in these three 
operations was 6-0, 8-3, and 10 per cent., respectively, of the 
average output. In silk weaving (Report No. 17) Elton finds 
mean variations ranging from 8-2 per cent. of average output to 
16-8 per cent. among nineteen groups weaving varieties of plain 
cloths on automatic looms. 

Other operations in the textile industry, such as ring and mule 
spinning, show according to Report No. 7 only the slightest 
variations, e. g. a mean variation of 2-0 and 1-9 per cent. It is 
evident that the machine is here setting the pace and that, 
as in the iron and steel operations observed by Vernon, output 
forms but an inadequate measure of the functioning of the human 
body. 
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In the observations carried out in America I found the addi- 
tional characteristic of output obtained from machines that the 
distribution was negatively skewed. The probability is that the 
speed of the machine prohibited a greater output per hour than 
a certain amount, but set no limit at the lower end of the 
scale. A similar negative skew is also observable wherever there 
is a tendency to the deliberate restriction of output, and 
the same interpretation is possible, though here it is the human 
will, not the machine, that places limits at the fast end of the 
scale.t 

Report No. 17 carries the matter yet further. It is shown that 
the ‘‘ efficiencies ”’ with which silk-weavers finish similar warps 
distribute themselves approximately in a curve of “normal 
error.” Studying the individual outputs in the button-painting 
operation mentioned above, I arrived some years ago at the same 
result. Not merely did the hourly and daily outputs of the whole 
squad form a curve approximating that of normal error, but the 
same was true for the daily outputs of each individual worker. 
These conclusions seem to me of some importance, both to the 
theoretical economist and the factory manager. 

In discussing the determination of wages, economists usually 
find it convenient to refer to a worker of representative or 
“normal ”’ efficiency who is as liable as any other worker of the 
same efficiency to become the marginal employee. It may there- 
fore be of comfort unto many to know that there are real grounds 
for assuming the existence of such a norm. A bimodal or highly 
skewed distribution of efficiencies would prohibit the use of such 
terms. The various measures of average, mode, mean or median, 
would diverge widely and no one measure could be taken as 
representative. If, however, as between the efficiency of different 
men on different days, the normal curve of error is the rule, 
and there is a distinct mode of efficiency to which the mean and 
median efficiency approximates, the marginalist may go on his 
way rejoicing. 

To the employer the expectation of a normal distribution of 
daily outputs among individuals hired at random may serve as a 
basis from which to assess the value of any wage-systems or 
psychological selection he may introduce, or to detect restriction 
of output. He may be guided by the following rules : 

1. If the daily output distribution of a squad of workers in 
any operation has a narrow dispersion, is not symmetrical or 


1 For methods of measuring the loss in productivity through this negative 
skew see the American Statistical Association Quarterly, September 1920. 
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normally distributed, but is greatly skewed negatively, and the 
operation is not mechanically limited, the deliberate human 
restriction of output is indicated. 

Indeed, a strict uniformity in output among different indivi- 
duals at different times without apparent mechanical causation 
should actually make an employer anxious. Any figure of out- 
put appearing over and over again, as was found in certain 
English and American munition factories, is almost a sure sign 
that this output is the “ stint” or “ doggie” tacitly or openly 
agreed upon by the workers. 

2. If the daily output distribution in any operation has a 
relatively narrow dispersion and is skewed positively, after the 
introduction of selection of employees by test or examination, 
this would indicate the elimination of the less productive workers 
from a random group, and is a sign of a successful system of 
selection. 

3. If the daily output distribution in any operation has a 
relatively wide dispersion after an “ efficiency ”’ system of wage 
payment is introduced, this would indicate success in increasing 
incentive and stimulating the departure of individuals from a 
common dead level. 


Accidents, Fatigue and Speed of Production 


Report No. 19 deals with a subject somewhat controversial 
in the select circle acquainted with the facts. As the Board 
themselves remark, “‘ amongst the factors normally operating 
in accident causation, an important part is played by speed 
of production, fatigue and the psychic state of the injured 
person, and the more recent investigations have been largely 
concerned with studying the relative importance of these three 
factors.” 

The matter is one of great practical importance. If fatigue 
is the true interpretation, the remedy lies in shorter hours, more 
frequent breaks, provision of seats, rest rooms, etc., etc. If a 
psychic state of too much excitement and exhilaration is at the 
bottom of it, then the possible remedies, to quote suggestions of 
the Health of Munition Workers Committee, are to stop con- 
versation, to plug the ears of the worker, and to partition off 
each machine. If speed of production is the main factor, then 
little can be done, and the increase in accidents must be counted 
as the inevitable price of increased efficiency. 

Now the view taken in Report No. 19 is that fatigue is of less 


importance, and the “ psychic state ’’ and the speed of production 
No. 130.—VOL. XXXII. O 
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of more importance, than was concluded in investigations such 
as that contained in the U.S. Public Health Bulletin No. 106.1 

In this American investigation hourly curves of accidents and 
of production were collected simultaneously at the same plants, 
and hourly index-numbers were derived from them to measure 
changes in accident rates relatively to changes in production. 
These index-numbers, however, still showed increases of the 
order of 50 per cent. in the accident rates of the later working 
hours of spell and day as compared with that of the first hour 
of day. 

In Report No. 19 the presumption of fatigue arising from this 
increase in accident rates is countered by pointing to curves of 
accidents that fall during the hours of the night-shift, and by 
questioning the credentials of the American index-numbers, and 
their sufficiency. 

The criticism of the index-numbers seems to us rather a 
storm in a teacup, and a cracked teacup at that. It runs to 
the effect that the hourly output curve used as a basis for the 
accident rates was obtained on experienced hands only, whereas 
the accidents included those occurring to all hands.2_ But what 
evidence there is indicates the small importance of experience in 
this connection, and furthermore, a point we may consider first, 
the allegation of differences in experience among the accident 
cases and the producers is only partially sound. 

The output curve in question was partly obtained from the 
hourly power consumption curve of the machinery used by both 
new and old hands. In fact the day-shift curve of accidents per 
unit of output quoted in Report No. 19 (Table VI.), which, in the 
words of the report itself, ‘“‘ shows the familiar rise during the 
spell,’ is based entirely on the power consumption records, and 
therefore on the output of both experienced and inexperienced 
machine hands. 

No objective evidence is vouchsafed us in Report 19 that 
either the hourly accident curve or the hourly output curve of 
novices differs very materially from that of experienced workers. 
The accidents of press hands on their first day of employment 
has, however, been investigated by the U.S. Department of 
Labour. Comparing this novices’ hourly accident curve with that 


1 ‘* Comparison of an Eight-Hour Plant and a Ten-Hour Plant.”” Report by 
Josephine Goldmark and Mary D. Hopkins on an investigation by Philip Sargant 
Florence and associates, Washington 1920. Reviewed in the Economic JouRNAL 
for June 1920. 

2 This criticism appears in greater detail in the Lancct of August 21, 1920, 
and is said in Report No. 19 to have been pointed out by Prof. E. L. Collis. 
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of metal workers of more than a year’s experience, a close simi- 
larity was found. In the words of the Bulletin, “‘ the same form 
of curve, in its essential particulars, occurs for the experienced 
as for the inexperienced.” To be precise, the novices show a 
slightly lower proportion of accidents in the afternoon compared 
with the morning spell, and the peak of accidents which is no 
higher relatively to the first hour’s accidents tends to come one 
hour earlier in each spell, so that, if anything, the inclusion of 
inexperienced hands would seem to tell against the tendency for 
an increase in accidents in the later hours. The general level 
of the accident rate is higher, of course, for novices, but the 
hourly curve of variations does not seem any more pronounced 
in their case. 

But even if a homogeneous body of material could be collected, 
Dr. Vernon in Report No. 19 denies that merely to divide accidents 
by output goes far enough, and he claims that a given increase 
in output per hour might increase the accidents more than pro- 
portionately. At least three reasons can be thought of why this 
might be so. (1) The physical danger is greater in those steps of the 
operation where handling is involved, and since actual machining 
steps cannot be speeded up, the handling must be more than, 
say, doubled in speed to obtain double production. (2) With 
greater speed there is less chance of accuracy in movement. 
(3) Fatigue sets in from the greater intensity of work. 

Thus unless this third possibility is specifically excluded the 
speed of production theory by no means exorcises the theory of 
fatigue. 

The potency of the first hypothesis can be fairly exactly tested 
by observing the proportion of handl ig time to mechanical time 
in performing the operation, but it was shown in Bulletin 106 
that even supposing so unusual a proportion as 1 to 4, the 
divergencies of accident and output curves could not be thus 
explained. 

In formulating the further hypothesis of the possible influence 
of greater speed on inaccuracy of movement, the meaning of “ speed 
of production ” must be analysed very carefully. If it is simply 
the hourly output curve or the curve of excess power consump- 
tion which is used to compare with the accident curve, it must 
be realised that this is affected not merely by the speed of work 
while working, but by the pauses, small or great, when no output 
is made and no excess power used, and that these pauses are of 
very frequent occurrence in the type of work here dealt with. 


1 U.S. Bureau of Labour Statistics, Bulletin 234, pp. 162, 163. 
02 
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Actually the output or power curve may be shaped more by 
these pauses than by the speed of production properly speaking. 
Certainly until this point is elucidated it seems premature to 
base the extreme variations in the day-shift accident curve entirely 
on the speed of production which may remain, for all that is 
known, almost constant from hour to hour. 


Accidents and the Psychic Factor 


In the course of the night-shift Dr. Vernon finds that accidents 
fall while output on the whole rises. The theory of complete 
parallelism between output and accident curve no longer holds, 
any more than a theory of fatigue, and Dr. Vernon then springs 
on us his deus ex machina, the “ psychic state’ of the worker. 
It is assumed that night workers started work “ in a careless and 
excited state and gradually settled down to a calmer mental 
state than the day workers.” This is quite a pretty conceit 
which I must admit having used myself, though, to be sure, it 
was to explain not a rise in accidents but a fall! In the 1915 
report of the British Association Committee on “‘ Fatigue from 
the Economic Standpoint ” it will be found that “ anticipatory 
excitement’ on the part of the workers is used to explain the 
curious fall of the accident curve in the last hour of each spell, 
on the theory that ‘“ attention awakes, and the control over the 
muscles is braced up—danger is better perceived and more quickly 
avoided.” 

On the grounds of mere reason or common sense there scems 
to me little to choose between these two entirely conflicting sup- 
positions. And unfortunately no scientifically controlled attempts 
seem to have been made to elucidate what actually is the influ- 
ence of excitement on accidents, or indeed whether any such 
excitement really exists in the ordinary workman’s life. In the 
absence of any objective evidence to substantiate it, this hypo- 
thesis of differential psychic states does not seem to add any 
independent support to the case against fatigue. 

The fact of a falling curve of accidents observed by Dr. Vernon 
during the night-shifts merits, of course, the closest attention, 
and account must also be taken of the falling curve (rising in the 
last two hours) collected by the authors of Bulletin 106, but for 
reasons given below not published by them; exhumed and 
resuscitated by Dr. Ryan and copied by Dr. Vernon into Report 
No. 19. 

While the evidence agrees as to the fall in accidents in the 
course of the night-shift, sufficient facts do not seem to have 
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been collected to warrant any conclusion as to the whole level of 
the night-work and the day-work ratio of accident to output. 
It cannot be concluded that there are on the average less accidents 
per unit of output at night than during the day, and hence all 
hypotheses of a calmer mental state at night than by day seem 
premature. The facts the hypothesis purports to explain (and 
for which it has been brought into existence) are not yet estab- 
lished. Many investigators have found a higher rate of accident 
by night than by day, and many a lower rate of output. The 
very night-shift production curve Dr. Vernon copies from 
Dr. Ryan is made up of output curves on five operations, one of 
which was studied also by day and showed that the level of output 
by night was some 25 per cent. lower than the level by day. 

The more “ legarthic”’ attitude at night that Dr. Vernon 
writes of would presumably apply to workers employed on every 
type of operation. But it must be pointed out that the “ cuts ” 
tabulated by Dr. Vernon seem to refer almost exclusively to 
accidents on one particular type of work, namely, turning 
fuse parts or shells, large and small, on power-driven lathes. 
Curiously enough, one! reason why the authors of Bulletin 106 
did not publish the night-shift accident curve was because it 
referred almost exclusively to this very narrow range of work, 
whereas the day-shift accident curves referred to muscular and 
dexterous hand-work and machine-work of every type. 

Is it not possible, then, that the falling curve is due to the 
peculiar type of work rather than to any psychic state differ- 
entiating work by night and work by day ? 

Large differences in the accident curve have been shown as 
between muscular, dexterous and machine-work, and it is quite 
possible that within the machine-work class the incidence of 
accidents on lathes may differ from the incidence on other 
machines. Corroboration of the importance of the type of work 
factors is afforded by the accident curve obtained in the American 
iron and steel industry, to which attention was drawn in the 
Report to the British Association. Here the work is intermittent, 
the workers are not actively employed all the time, and in the 
intervals can possibly recuperate. The same seems to be the 
case in operations on machines of lathe type. On the larger 
machines the operator remains inactive for long periods while the 

1 Other reasons were the absence of recorded power consumption curves at 
night with which to compare accidents on machine-work, the presence of day- 
shift men working overtime during the first three hours of the night-shift, and 


the impossibility of checking the accuracy with which the time of accident was 
recorded as was done for the day-shift. 
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machining is completed. On the smaller machines, the work is 
done in a series of “ runs,” often at so fast a rate that if the pace 
were uninterrupted throughout the working day, double the 
actual output would be produced. Here, again, the larger or 
smaller intervals between runs seem to allow for recuperation. 
And wherever such vicarious recuperation occurs throughout a 
spell, there is no reason to look for greater fatigue at the end of 
the spell than near the beginning or middle. 


The Laboratory Test 


The relative importance of the several factors is perhaps 
insoluble by gathering mass statistics in the factory. And in 
the second halt of Report No. 19 an attempt is made by Mr. Muscio 
to solve the question under the controlled conditions of the 
laboratory. The attempt is praiseworthy as marking a move 
on the part of the usually unregenerate psychologist to throw 
himself into whatever breaches are left in the line of statistical 
investigation. But in the manner of the undertaking we cannot 
congratulate the Board. In fact the tests selected do not seem 
to have any bearing on industrial accidents at all. 

Briefly speaking, one test consists in spearing (in time with a 
metronome) a series of small targets drawn on a sheet of paper 
and adding up the distances by which the bull’s-eye is missed. 
The other test consists in pursuing with a test-tube a hollow 
swinging pendulum through which water is pouring, and counting 
the amount of water caught or missed. 

Now it is taken for granted throughout that the circumstance 
of missing the target or the water is in essence similar to the 
circumstance of sustaining an accidental injury, and the whole 
fabric of the argument is built up on this complacent assumption. 
The facts are that, taking accidents to include even the slightest 
injury, a workman will sustain on the average not more than 
about one industrial accident a year, and that it is the result of a 
very unusual error indeed. One might as well add up the diver- 
gencies in the length of an oarsman’s stroke as a measure of his 
liability to upset the whole boat ! 

While Mr. Muscio talks in terms of accident, he is in fact 
dealing not with accidents but with spoiled work. His laborious 
quest for the North-West Passage has led him not to China but 
to America, and he reaches results strikingly similar to investiga- 
tions into spoiled work recently made in that continent. 

Mr. Muscio is surprised to find the proportion of misses decreas- 
ing as work proceeds up to the third hour; an exactly coincident 
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decrease in the proportion of spoiled work was found in an 
American factory! by Dr. Ryan and myself. Later on, to be 
sure, in the fourth and fifth hours of each spell we found the 
spoiled work to rise, but unfortunately the Board’s researches 
were not carried out beyond three hours of continuous work. 
This ‘‘ contribution to the study of accident causation,” as 
it is called, seems to suffer from other defects; for instance, the 
confusion in the word “ practice” of two conceptions—daily 
“ warming up” and “ learning,”’ and the gross exaggeration, in 
the experiments with the metronome, of the variations in speed 
actually found in industry. But we do not wish to over- 
emphasise the few weak spots in what is on the whole an enter- 
prising, painstaking and useful series of reports. We must 
ardently hope that the axe will be spared and that the social 
worker, the model employer, the labour research department, 
the real economist, the psycho-physiologist, and all, may continue 
to derive light and leading from the publications of the Industrial 


Fatigue Research Board. 
P. SARGANT FLORENCE 


1 See Journal of National Institute of Industrial Psychology, January 1923. 











REVIEWS 


Money Credit and Commerce. By Dr. ALFRED MARSHALL. 
(London: Macmillan, 1923. Pp. 369.) 


In this volume Dr. Marshall has brought together the sub- 
stance of his earliest writings and the results of his latest reflec- 
tions. Not all economists could with equal credit have con- 
fronted their present and past views. The confidence of youthful 
theorising might contrast too sharply with the caution that 
comes of experience. But with Dr. Marshall facts and theory 
have been ever kept in close co-ordination; united as body and 
soul. Contrasted with the majority of abstract theorists he 
resembles that venerable sage to whom it was granted, in a world 
of shadows, dig memvicOat, Tol S€ cxiat aiccovor. 

The joint powers of observation and deduction are exercised 
in this volume mainly on two subjects which were not fully treated 
in the Principles of Economics, Money and International Trade. 
The “ Quantity” theory of money has attractions for the mathe- 
matician, and has not been neglected by our author. He 
recognises that it constitutes a peculiarity in the circumstances 
determining the value of money; due to the fact that “an 
increase in the amount of money in a country does not increase 
the total services which it performs ” (p. 49). But the principal 
contribution made in this volume to the theory of money 
consists of economic analysis rather than mathematical reason- 
ing. The truth or truism expressed by the Quantity theory 
“does not indicate the causes that govern the rapidity of cir- 
culation: to discover them we must look to the amounts of 
purchasing power which the people of that country elect to 
keep in the form of currency ”’ (p. 43). ‘“‘ In every state of society 
there is some fraction of their income which people find it worth 
while to keep in the form of currency; it may be a fifth or a 
tenth or a twentieth.” This is a development of the doctrine 
expressed in Dr. Marshall's now classical evidence before the 
Gold and Silver Commission; where there is frequent reference 
to ‘‘the amount of cash which a person cares to keep,” the 
‘** methods of business ” (Questions 9634, 9086, 10,182 et passim). 
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The doctrine was expounded by Dr. Marshall in his lectures ; 
as we learn from Mr. Keynes’ reference in this JouRNAL (Sep- 
tember 1920) to the cognate original work of Mr. Hawtrey. 
In view of the importance of this doctrine it is hardly an exag- 
geration to say with another recent writer: ‘‘'The value of the 
metal is determined in the same way as that of other commodities 
by the same kind of influences acting on demand and supply.” 

A further exercise of abstract reasoning is required for the 
measurement of changes in the value of money. Without any 
display of symbols Dr. Marshall has thrown on this subject 
almost all the light that can be derived from mathematical 
sources. There is implied the first principle of the differential 
calculus, when it is said that neither the arithmetic nor the 
geometric mean “‘ has any great value in regard to large changes ” ; 
vagaries occurring when extreme instances are considered 
(pp. 280 and 281); that ‘‘ in regard to small variations of prices ”’ 
the results given by the said two averages [and others] are 
nearly alike (ébid.); that the first principle of statistics, the 
mutual correction of errors, is relevant (p. 279); that errors in 
weighting are less mischievous than errors in prices (/bid.); and 
even—to the discomfiture, we fear, of some high authorities— 
that “in selecting representative commodities for an index- 
number, those which are liable to great variation are to be 
avoided generally ” (p. 280). 

With regard to the form of the average to be employed, 
Dr. Marshall prefers the Arithmetic Mean to the Geometric 
Mean, which is “‘ not in close touch with reality ” (p. 27). This 
ruling commends itself to us as proper to what Mr. Flux has 
called ‘‘ the change in the money-cost of the things we buy,” 
and as the natural method of calculating the measure of that 
change. But we would like to have had Dr. Marshall's opinion 
as to the use of the Geometric Mean in the new Board of Trade 
Index-number to denote an average change in the value of money, 
a trend of general prices, not quite identical with that primary 
conception. Perhaps the point may be retouched in the “ com- 
panion volume” which is promised to us in the future. 

Dr. Marshall does not parade the celebrated “chain ” 
method which he introduced in the article published in the 
Contemporary Review of 1887, some of which is here in sub- 
stance reproduced. But we understand that he contemplates 
the use of the method (p. 34). He would secure accuracy by 
the plan recommended in the Contemporary Review; first 
operating with the weights constituted by the quantities at 
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the first period, then starting from the second period, and taking 
the mean of the two results (p. 278). This method of pondera- 
tion is not quite the same as that recommended by the Com- 
mittee of the British Association, 1887, namely, to form a com- 
pound weight for each article by averaging the quantities at 
the two periods. Dr. Marshall’s plan has the advantage of 
affording a verification of the joint result, should the separate 
measures prove to be in close accord. 

These technical directions are accompanied with many 
cautions against the abuse of index-numbers. Changes occur 
in things which at first sight appear to be the same (p. 33). 
The same article at different seasons means something different 
(p. 35). The advantage of large numbers (p. 279) is cut into 
by the incident that the larger the number of commodities, 
“the less trustworthy will be the inferences drawn from the 
list as to changes in general prices; for the simpler a commodity 
is, the more likely is its name to represent nearly the same 
thing at distant times ” (p. 25). 

The attention of statisticians should be called to Dr. Marshall’s 
preference for wholesale statistics which “afford, with few 
exceptions, the best indications of changes in the general trend 
of retail prices’ (p. 24). A recherché objection to retail prices— 
evidencing the attention to relevant particulars which we have 
claimed for our author—is afforded by the incident that a working 
man ‘is almost always under some inducement to over-state the 
prices which he pays for his household goods, especially for 
meat.’ Witness the prices at which meat is sold in working- 
class quarters of large towns, especially on Saturday night (p. 31). 

With all reservations, however, it is concluded that an 
official unit of general purchasing power might be of service 
in connection with long-period obligations. In particular, 
governments when borrowing might give investors the choice 
between an income consisting of a certain quantity of gold coin 
or a certain number of official units (pp. 20, 37). 

In this connection it may excite surprise that Dr. Marshall 
has not revived the suggestion which he made in his evidence 
before the Gold and Silver Commission (1887), to the effect 
that “the real value of gold” is to be measured by “ the 
power which gold has of purchasing labour of all kinds—that 
is, not only manual labour, but the labour of business men, 
and all others engaged in industry of any kind” (C. 5512, 
Question 9025). The definition was not otiose: for upon the 
probable supposition that the real cost of obtaining gold in 
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the ‘eighties was greater than that of producing commodities 
generally it would seem to follow that “appreciation,” of 
which bimetallists complained so loudly, rightly defined, did not 
exist; defined as commonly, was not an evil. Apropos, it is 
interesting to observe that Dr. Marshall does not apprehend that 
“the cost of maintaining gold and silver will rise considerably 
in the near future relatively to general prices ”’ (p. 53). 

The notion of “ real value” reappears in a conception which 
Dr. Marshall has introduced into the theory of international 
values. It is to serve the purpose for which Mill employed the term 
‘cost’ in the sense according to which a country gets a com- 
modity cheaper when it obtains a greater quantity thereof with 
the same expenditure of labour and capital (Political Economy, 
Book III, ch. xviii. § 6). In a similar sense Professor Bastable 
defines a “‘ unit of productive power,’ Professor Pigou the “ real 
ratio of international exchange ” (Manchester Guardian, Supple- 
ment, Section XI). More intelligibly, perhaps, Dr. Marshall 
supposes each country to make up her exports into representative 
“bales ’’; that is, “‘ bales each of which represents uniform 
aggregate investments of her labour (of various qualities) and 
of her capital” (p. 157). There is some affinity between this 
conception and Mr. Bickerdike’s idea of a money proper to 
each country,! if we superadd the Ricardian hypothesis that the 
‘real’? value of the money should be constant. Either the 
bales or the standard money may be employed to estimate the 
gain to a country from its foreign trade. The money conception 
lends itself to the reckoning which Dr. Marshall has instituted 
(pp. 162-3), on the analogy, as we look at the matter, of Con- 
sumers’ Surplus in domestic trade reckoned in terms of money. 
In a more technical version (p. 339) our author with almost 
youthful vigour strikes out a new and somewhat mountainous 
route. We shall conduct the reader along a more familiar road 
so far at least as to enable him to locate the new path. In the 
accompanying figure, let the curve OG represent the terms on 
which Germany is willing to trade (p. 331); and let the curve 
OE be similarly related to England. Thus at the rate of exchange 
the ‘real ratio’ (in Professor Pigou’s phrase) denoted by (the 
tangent of) the angle POX, Germany would be willing to give 
PM of her standard bales (or commodities equivalent to PM of 
her standard money) in exchange for OM of England’s bales (or 
commodities measured in England’s money). If as P moves 


1 See Vol. XVII., p. 100, and Vol. XVIII., p. 542, Economic Journat, for 
Mr. Bickerdike’s project and the present writer’s restatement thereof. 
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from O along OG there is constructed a curve OQ such that the 
tangent to the curve at Q which is vertically above P should 
be parallel to the line OP, the perpendicular QM will represent 
the total utility to Germany of her imports. The line MQ will 
correspond to the area which in the familiar construction for 


Consumers’ Surplus (the ordinate representing price, and the 
abscissa, commodity) is intercepted between the demand-curve, 
the ordinate and the two axes. The net gain to Germany is 
shown by subtracting PM, what Germany has to pay in exports, 
from QM, what she would have been just willing to pay rather 
than to be without the imports. Those who adopt this con- 
struction would describe OQR as “ the indifference curve ”’ for 
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Germany through O; and they would imagine a similarly defined 
curve at P (of which the start to the left is shown in the figure) 
such that a point within (right of) that curve would represent 
terms more advantageous to Germany than the point P. 

These constructions serve to bring out the relations between 
a country’s gain through trade, or loss through interference with 
it, and the “ elasticity ’ of her demand and supply. Mr. Bicker- 
dike’s definition of elasticity in terms of money has certainly 
the advantage in respect of familiarity. On the other hand, 
Dr. Marshall’s use of elasticity with reference to change in real 
price, if we may so describe the rate at which standard bales 
are exchanged, brings out some important properties. The 
elasticity of demand is less than unity when the curve curls 
round like OE in our figure, so that the country, e.g. England, 
will not increase her purchase of imports y except on condition 





—_— 
a 


om 


a © 


Q a & 


INE 


the 
uld 
ent 
vill 
for 
the 


ve, 


ts, 
er 


or 








1923] MARSHALL : MONEY CREDIT AND COMMERCE 203 


of exporting a less quantity of x. This is the first of Dr. Mar- 
shall’s ‘‘ exceptional’ cases; not always, perhaps, or every- 
where exceptional, if Mill was, in his time, right when he 
decided that “‘ speaking generally the third of three cases (that 
is, the ‘ exceptional ’ case just described) is the most probable ” 
(loc. cit., Section 5). With respect to present conditions, Dr. 
Marshall relies on the variety and resourcefulness of a rich and 
energetic country’s supply causing her demand for imports to 
be elastic (p. 172). 

Elasticity of demand or supply forms the criterion whereby 
to judge the consequence to a country of a tax or other restric- 
tion imposed by herself or the foreigner on the trade. For the 
consideration of the consequences of taxation the use of money, 
it must be admitted, is convenient. It avoids certain diffi- 
culties to which the careless use of “ bales”’ is liable. But Dr. 
Marshall has with consummate skill avoided all the pitfalls 
with which the subject abounds. Now he postulates that “ the 
import duty is levied in kind . . .” (p. 181) “if the whole of the 
goods taken under it were retained by the Government ”’ (p. 346). 
Now he adverts to the nice distinction between a “ bale,” the 
unit-product of labour and capital, and “a certain artificially 
averaged quantity of each country’s export goods” (p. 356). 
He is careful to include among the consequences of a tax what 
the Government gains (pp. 183, 348). With these precautions 
he investigates “‘ the curious results of the imposition of import 
taxes by one of two countries, trading exclusively with each 
other, under all conceivable conditions of reciprocal demand 
and supply ”’ (p. 356 et seq., et passim). It is not to be denied that 
there may result a gain shared between the Government and 
the consumers of imports (p. 348). E (the country imposing 
the tax) might “ obtain more than twice the old amount of 
linen for less than half the old amount of cloth.’ But, great as 
is the usefulness of Ricardo’s method, ‘even greater are the 
evils which may arise from a crude application of its suggestions 
to real problems ” (p. 190). Dr. Marshall is not sanguine about 
the possibility of taking into account the tendency of manufac- 
ture to Increasing Return and of raw produce to Diminishing. 
Return (p. 189). However, there is no objection to speculation 
as to the results of conditions which have never been experienced 
(p. 165). It may prove to be of service in problems other than 
those by which it was suggested. The theory of international 
trade may be transferred to bargains between two bodies neither 
of whom is subject to external competition (p. 351). ‘‘ The 
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conditions under which the building trade are willing to dispose 
of their services may be represented by OE; and the claims 
which their Unions make . . . may be such as to be rightly inter- 
preted by the assertion that they can push this curve to the left 
into the position OE’, to their own advantage ”’ (see our figure). 

We have dwelt perhaps too exclusively on the more difficult 
parts of the book. There is, however, no want of plain-sailing, 
excellent concrete descriptions of various matters covered by 
the title. The author has been well advised in rehearsing 
elementary considerations for the sake of completeness (pp. 77, 
140). He thus provides a royal road to precious mines which 
have been hitherto almost inaccessible. To complete the meta- 
phor, sign-posts on this route require to be corrected at two 
or three points. We refer to certain lapses of pen or type- 
writer which, however obviously unintentional, might perhaps 
embarrass a new-comer. With this slight emendation the high- 
road will be like that which the prophet praises, such that the 
wayfarers, though fools, shall not err therein. 

Leading by easy routes to the most difficult parts of economic 
science, this work is destined to be a powerful aid to scientific 
education. It would not have been improved by discussing in 
greater detail—or otherwise than by exposition of the relevant 
general principles—the burning questions of the present hour. 
If much of it might have been written in the ‘eighties of last 
century, much of it will be read in the ’eighties of this century. 
It is, as far as what relates to human affairs can be, in specie 
eternitaiis. 

F. Y. EDGEWORTH 


Monetary Reconstruction. By R. G. Hawtrey. (London: 
Longmans, Green & Co. Pp. vii + 147.) 


Ir is not always wise to reprint, without substantial changes, 
a series of occasional essays when the occasions which called 
them forth have passed away; but in this case the venture is 
completely successful. For this there are two reasons. In the 
first place Mr. Hawtrey is gifted with so rare a power of seizing 
the essentials of the present and of forecasting the future that 
the reader has no excuse for feeling that his time has been wasted 
over matters which proved in the event to be of no consequence. 
Secondly, a single dominant thought gives unity to the whole 
series : the pearls are strung on a single thread—the conviction 
that the general level of prices can and ought to be controlled 
by the manipulation of the rate of discount. 
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The first essay, written in September 1915 on the fall of the 
American exchange, is among the most interesting. In it we 
find already (pp. 23-4) a succinct and penetrating version of 
two theories which were not to become commonplaces for many 
a long day—the theory of inflation by Governmental borrowing 
from the banks, and the purchasing power parity theory of the 
exchanges. It is difficult to resist Mr. Hawtrey’s conclusion 
that at this period of the war a sharp rise in bank-rate would 
have had the effect of compelling resources into Government 
service : though whether the politicians would have been right 
to face the psychological consequences of a little healthy trade 
depression is a matter which cannot be decided even in retrospect 
on purely financial grounds. 

Of the remaining essays, No. V stands somewhat apart as 
a convenient and informing description of the structure and 
activities of the Federal Reserve system; though here again the 
chief emphasis is rightly laid on the function of the Federal 
Reserve Board in controlling credit, and the Board is subjected 
to some gentle criticism for its hesitancy both in raising redis- 
count rates in the winter of 1919-20 and in lowering them in 
1920-21 when the rise had done its work. It is interesting to 
note Mr. Hawtrey’s preference for a ‘‘ maximum uncovered 
issue’? as opposed to a “ proportional reserve ” system of regu- 
lating note issues, on the ground that the vaunted elasticity of 
the latter is a snare, and adds to the danger of crisis in times 
of contraction. 

The currency system which Mr. Hawtrey proposes for the 
world may be briefly outlined as follows. Each country so 
soon as practicable is to give its currency a defined value in 
terms of gold, whether (as in our own case) the old value or 
(as in that of most of the ex-belligerents) a new value more in 
accord with market conditions. Care must be taken not to 
choose such a high value as to lead to a breakdown, nor (though 
this danger is disappearing) such a low value as to necessitate 
a great increase in home prices and wages. To ensure economy 
of gold, the values thus determined are to be maintained by 
means of a gold exchange standard: the participating countries 
are to hold balances in one another’s currencies, and movements 
of relative prices and exchanges are normally to be corrected 
by the sale or purchase of these balances rather than by the 
export or import of gold. But the system is still incomplete ; 
for there is still the danger that the value of gold itself will be 
subject to violent fluctuation, either owing to the ill-judged 
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efforts of ambitious countries to secure metallic reserves, or (as 
in the last three years) owing to vagaries of policy or ineffective- 
ness on the part of the monster which has swallowed two-fifths 
of the world’s monetary gold—the Federal Reserve system. 
Hence the value of gold itself must be kept stable by means of 
a concerted discount policy on the part of the various central 
banks. 

There is little doubt that Mr. Hawtrey, like Professor Cassel, 
deserves well of the world for harping continuously on this one 
theme. Bankers, as he points out, have been for so long accus- 
tomed to regard the regulation of gold reserves as the main object 
of discount policy and the effect on trade activity as an incidental 
and sometimes pernicious by-product, that it needs something like 
a revolution of thought to induce them to use the old weapon 
consciously and continuously for well-defined ends. And Mr. 
Hawtrey makes great demands on them; for they are not to be 
allowed (like Professor Fisher’s gold-dealers) to pin their faith to a 
mere mechanical index-number, but must take account of every 
feature of the trade situation. Nevertheless it is clear that in 
the long run nothing else will serve. The old method of regu- 
lating credit with reference to reserve proportions was at the 
best clumsy and slow in its operation upon trade, and under 
modern conditions may lead, as the present position of the 
Federal Reserve System shows, to preposterous results. Man 
must take another step forward in the exercise of control over 
material forces. What with Mr. Hawtrey and the Stevenson 
Committee and Dr. Stopes, what a long way we have moved 
from the days when the invisible hand could be trusted to do all 
things well ! 

And now for a word of criticism, or at least of caution. Mr. 
Hawtrey’s remedy is certainly no quack nostrum, but is it really 
a panacea? Is it certain that any tolerable rise in the discount 
rate will bring people to reason when their imaginations are 
out of hand, or that even an extreme fall will tempt them if they 
have made up their minds to be sulky? Yes, says Mr. Hawtrey ; 
I will not only take the horse of industry to the water, but I 
will make him drink, and I will prevent him drinking the trough 
dry. But is the halter of the discount rate really strong enough ? 

Secondly, while Mr. Hawtrey recognises, as any student of 
the 1920 slump must recognise, the disturbing element introduced 
into his problem by that wayward entity “ the velocity of circu- 
lation of bank deposits,” his solution seems a little optimistic. 
“The changes in rapidity of circulation arising from control of 
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credit reinforce its effects’ (p. 139). Precisely, but may they 
not reinforce them so violently as to make the meehanism of 
control impossible to manipulate with accuracy ? 

Thirdly, not every one will agree with Mr. Hawtrey that 
“the trade cycle is a purely monetary phenomenon,” nor be 
convinced by his argumentum ad hominem that even if it is not, 
a complete cure is to be found in credit control. It is surely 
the extreme of paradox that if stocks of commodities are short, 
merchants must be prevented by high rates of discount from seeking 
to replenish them (p. 142). How else is abundance ever to be 
restored? And could credit control have prevented—ought it 
to have prevented—the post-war ‘‘ replacement boom ”’ in ship- 
building or “arrears boom” in cotton cloth? And in so far 
as the problem is soluble by monetary means, may not our new 
generation of enlightened bankers have to face a task more 
difficult than a mere manipulation of discount rates—a selective 
rationing of loans between different industries, and in particular 
between the constructional industries and those making for 
immediate consumption ? 

One more criticism on a different matter. Mr. Hawtrey’s 
gold exchange standard is to be so comprehensive that the use 
of gold, even for the settlement of international balances, is to 
be practically eliminated: even England and America are to 
close their accounts not by gold shipments but by dealings in 
each other’s currencies. As Mr. Hawtrey admits (p. 136), the 
result would be such an economy of gold as to produce a cata- 
clysmic fall in its value, which would surely seriously increase 
the difficulties of inaugurating the new system. But if gold is 
neither to be trusted as a standard of value nor used as a means 
of payment, its function seems to become purely mystical, and 
its retention hard to justify. Mr. Hawtrey assures us that it 
is not a mere concession to prejudice, but his alternative explana- 
tions—political insecurity, the vested interests of gold producers 
and of the beneficiaries of international debts fixed in gold—are 
not very convincing. His practical instinct is probably right in 
coming down for the present on the side of the retention of 
gold; but if it is to be retained, somebody must be allowed to 
play with it, and the show must not be given away by a too 
general recognition of the virtues of an exchange standard. 

This is a brilliant book, deeply intellectual in design and 
distinguished in execution. Happy the country which has such 
firm and subtle thinkers in high places ! 

D. H. RoBertson 
No. 130.—vou. xxxI1. P 
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The Problems of Population. By Harotp Cox. (Jonathan 
Cape. Pp. 198. 6s. net.) 


In this small book Mr. Harold Cox travels over ground which 
is for the most part well known to economists interested in social 
reform, and yet I hope that it will be read by all of them. Un- 
popular causes are here advocated in a fearless fashion which 
is characteristic of the author. Of course he may be mistaken 
in some of his views—I might say in our views, for I find myself 
to a large extent in agreement with him—but if so it lies with our 
critics to expose our errors. The subjects dealt with are so 
important for the future welfare of mankind that no one who 
is dealing with any cognate questions should pass them by 
unconsidered. 

Under the heading of the arithmetic of the problem we are 
first shown, with the aid of many familiar analogies, that a 
population cannot increase indefinitely by geometrical progression, 
that checks on such an increase must inevitably be introduced 
sooner or later, and that indeed they are practically always in 
operation. Mr. Cox is no doubt intending to address the general 
public, and he is, therefore, right in making his illustrations as 
simple as possible. It appears to me the fundamental fact which 
the politician ought to grasp is that, in a stationary population, 
the disappearance of one couple must always be made good by the 
appearance of another couple, no more and no less; and that, 
consequently, in these circumstances the average size of the 
family must be exactly two, if only those who live to have off- 
spring be counted. If on the average more than two of the 
family survive to become parents, the population must be 
increasing. By simple facts like these, our legislators should 
be made to see that a high birth-rate must normally result in a 
high infantile death-rate, with all its attendant miseries. 

Passing on to the economics of the problem, here we are 
reminded that the application of machinery to agriculture 
lessened the number of hands needed for the production of a 
given quantity of food, and that large numbers were thus set 
free for employment in other industries, these being most readily 
carried on in towns. All the raw materials for these industries 
coming from the earth, and none of the sources of supply being 
inexhaustible, the conclusions arrived at by Malthus are shown 
to be essentially correct. England is, therefore, either now 
actually over-populated, or is faced with an ever-increasing 
excess of numbers in the near future. True, the situation 
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might be met temporarily in a measure by intensive cultivation ; 
but. in time it would be seen that it is not worth while coming 
into the world ‘‘ merely to plant potatoes, to eat potatoes, and 
to die” (p. 38). Other cures for over-population must be found, 
or the unemployment problem will steadily become more severe, 
with a gradual deterioration in the standard of our civilisation. 
Emigration cannot supply the necessary alleviation; amongst 
other reasons because the kinds of men we can spare are not 
the kinds wanted overseas. Moreover, we cam deduce from the 
figures here given that it would require a shipload of about a 
thousand emigrants to leave our ports every day in the year in 
order to relieve the country of its surplus population. It may 
be that Mr. Cox does not admit that agriculture may go through 
a period of increasing returns in sparsely populated countries, 
because of an increase in the use of machinery and because of 
a steady diminution in the distance between farm and market; 
but this fact, if it be one, will scon be of only theoretical interest. 
The whole world will before long obey the law of diminishing 
returns, when an increase in the population will everywhere 
mean a decrease in average wealth. 

An increase in numbers is now often demanded on military 
grounds, a plea which in France is leading to many methods of 
attempting to stimulate human fertility. In England the 
experiences of the Great War seem to indicate that the cutting 
off of our food supply might be our greatest military danger 
in the future, a danger which might be increased by every 
increase in our numbers. In any case neither England nor 
France can hope to compete with Germany in a baby producing 
race, the initial handicap against us in numbers being too great. 
Mr. Cox’s view is that the chief cause of war in future will be 
the economic rivalry of democratic governments, a rivalry 
which would certainly be stimulated by any steady increase in 
numbers. Hence French and German efforts to increase the 
birth-rate will inevitably increase the chances of war. It 
becomes a moral duty for every nation to limit its numbers, and 
a league of Low Birth-rate nations for mutual military protection 
is suggested. Certainly the dread of a steady increase in the 
population of Germany is one factor driving France onward on 
her questionable path; a dread which she cannot be blamed for 
entertaining. 

More specific allusions might here have been made with 
advantage to the increase in the danger of civil disturbances 
and revolution which must arise from over-population. In this 
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connection the following extract from a letter recently written 
by Sir Horace Plunkett may be of interest. He tells us that 
one of the two reasons why the existing paramountcy of physical 
force in Ireland was established may be stated as follows :— 


““ When peace comes the Free State will somehow have 
to absorb tens of thousands of the young men who are the 
tools of the architects of chaos—the women are beyond my 
comprehension. These young men represent the surplus 
product of the small farms and small towns, who, in normal 
times, make their careers in the United States and in the 
British Dominions. In the war years these successive crops of 
this surplus were unable, and, in the succeeding years, un- 
willing, to leave their country. Public opinion, to which the 
Irish are notoriously susceptible, not only compelled these 
young men at the most impressionable time of their life to 
keep out of the big war, but equally drove them into a guerrilla 
war against the British army. It was an education in 
brigandage. This absorption will be the chief practical task 
of Irish peace.” 4 


Mr. Cox pleads strongly in favour of quality as an element 
of military strength, and that plea I wish most strongly to 
endorse as regards every aspect of the birth-rate of our nation 
in the future. Additional safety might be secured by racial 
improvements without any additional risk of war. In this 
connection the records of the mental examination of the 1,700,000 
recruits who entered the American army during the Great War 
appear to me to be capable of yielding much valuable information. 
We know that the rate of increase of our population in the 
different strata of society varies very greatly; and we know that 
in 1911 the population of England had increased by about 50 
per cent. in the preceding twenty-five years. Now for the sake 
of argument let it be assumed that, although a like increase 
is now taking place, these additional numbers are being added to 
the lower half of the nation as judged by these mental tests; 
and it would, in fact, be hard to prove that this is not the case. 
The American investigations proved that the average mental 
age of the whole population was about 13} years; and I judge 
from the figures given that if the lower half of the population of 
that country were now to be doubled in numbers, whilst the 
top half were to remain stationary, the average mental age of 
the whole nation would be reduced to under 12 years. Let me 
confess that this may be fairly described as an impressionist 
statistical result, which is only here mentioned in order to 

1 Times, March 20, 1923. 
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stimulate trained statisticians to undertake more accurate 
inquiries. It is true also that much might be said did space 
permit as to the meaning of the term mental age; and, moreover, 
that the American tests certainly did not altogether eliminate 
the effects of environment, as was no doubt intended. It is, 
however, to be observed that many of those who have been 
closely connected with such inquiries are convinced that the 
differences detected by these mental examinations are largely 
innate, and therefore only to be somewhat reduced by improve- 
ments in the breeding of the lower intellectual strata. After 
making all deductions on these accounts, it yet appears certain 
that a material fall in the average mental age of our nation might 
be brought about in the course of a few generations by differences 
in the birth-rates of the different strata. This might occur 
without any noticeable change taking place in the birth-rate of 
any one class taken separately. It would be like the slow and 
unperceived advent of old age; and old age would come on 
quite unnoticed if we were as ignorant of its symptoms as poli- 
ticians are of those signs of decay which preceded the downfall 
of many an ancient civilisation. In fact the differential birth- 
rate may be gradually sapping our military efficiency, and may 
be producing even more disastrous effects on the civic qualities 
of our nation. Can anyone prove that no such slow deterioration 
is now taking place ? 

Mr. Cox passes on to prove, as I think conclusively, that 
the introduction of any drastic socialistic system would inevitably 
lead in time to the introduction of drastic checks on the population ; 
for numbers would thus be made to increase even more rapidly 
than at present, and the evils of over-population would come 
to be more easily recognised. Socialists should, therefore, be the 
first to join in a campaign to prove that “ where the birth-rate 
is uncontrolled, poverty will continue” (p. 110). This is partly 
due to the fact that ‘“‘ a high birth-rate means a relatively large 
number of children who for many years can only be consumers of 
wealth” (p. 122). Stress might also be laid by the advocates 
of birth control on the fact that children bring no capital into the 
world with them; or, in other words, that an increase in the 
population must result in an immediate decrease per head in the 
facilities for production. 

Questions connected with racial improvement are next 
dealt with; and here I cannot but feel that it would have been 
an advantage if the words “race” and “racial” had been 
clearly defined. The saying “ bon chien chasse de race ” does not 
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allude to those qualities of a hound which are due to its training ; 
and it would make for clarity of argument if the word “ race,” 
having due regard to its etymology, were only to bring to mind a 
certain similarity in those qualities which are inborn or which 
result from a common line of descent. For example, it is not 
easy to interpret the statement that the inhabitants of slums, 
by producing children, “‘ are lowering the average strength of the 
race” (p. 129); for it might imply that qualities acquired in 
bad surroundings are transmitted as a natural inheritance to 
the next generation to a material extent, a view generally 
repudiated in the scientific world. Again, in connection with 
questions of racial stock, Mr. Cox alludes in no complimentary 
spirit to those who hold that ‘‘ the diminution of the struggle 
for life would provoke decay ” (p. 154). He might with advantage 
study Professor Pearson’s elaborate proofs that natural selection 
is still in operation, and that the struggle for existence, in the 
scientific sense of these words, is still producing immediately 
cruel but ultimately beneficial effects. Unless the distinction 
between racial and environmental effects is very clearly kept in 
view, unjustifiable deductions may be made. Dr. Brend is 
quoted as saying that “the total (infant) mortality in urban 
areas as a whole exceeded that in the rural by 25 per cent.” 
(p. 57), these words being held to indicate that urban conditions 
are unhealthy in comparison with those obtaining in rural areas. 
But may not a certain proportion, large or small, of this excess in 
the death-rate in towns be due to the inferior natural qualities 
of the town dwellers? The cotton-spinning towns contain 
a smalier and weaker race of men than do the mining areas; 
the explanation being that many youths who were too innately 
feeble to work in the mines drifted into the manufacturing towns, 
there to reproduce their kind. In like manner many of the weaker 
children born in the country, being the last to get employment, 
might often have been the first to migrate to neighbouring towns. 
And the fact that in urban areas baby clinics, hospital nurses, 
doctors, etc., are more accessible than in sparsely populated 
country districts, may explain the fact mentioned by Dr. Brend, 
that the greater urban death-rate, which I suggest is largely 
due to inferior natural qualities, does not obtain in the earlier 
months of infant life. Mr. Cox is, of course, right to denounce 
slum life; but can he bring conclusive proof of the relative 
unhealthiness of life in fairly well-regulated towns ? 

The only way to get rid of a C3 population, we are told, 
“* is to persuade C3 parents to refrain from producing C3 children ” 
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(p. 139), and this is to be done by birth control of some kind or 
other. If Mr. Cox would omit the last ‘“ C3,” I should only 
differ from him in this matter in being rather more pessimistic ; 
for I fear that a considerable section of the population will be 
found to be quite unpersuadable, unless indeed “ persuasion ” 
be enforced by very drastic “‘ sanctions.” I agree that “it is 
impossible to estimate the amount of human misery that could 
be saved if all these poor mothers were placed in possession of 
information which would enable them to control conception ”’ 
(p. 134); and therefore I hold that birth control must be 
recognised. But I believe that its attendant evils will be more 
readily combated if in no way minimised. Promiscuous inter- 
course will probably be somewhat encouraged; at all events 
amongst those who are now only virtuous through fear. Again, 
every strata of society contains persons endowed in very different 
degrees with those natural qualities which promote prudence 
and forethought ; and it will always be those most highly endowed 
in these respects who will be most readily persuaded to adopt 
birth control methods. Every fresh advocacy of birth control 
will produce both eugenic and dysgenic results, and it will always 
be difficult to be certain which will prevail. Personally I shall 
join no birth control organisation which does not condemn the 
undue use of birth control amongst the more fit quite as persis- 
tently and forcibly as it advocates birth control amongst the less 
fit; for I hold that racial deterioration in the future, if no steps 
be now taken to check its advent, will prove to be a greater evil 
for mankind than over-population to-day. 

After dealing effectively with mental defect and insanity, 
Mr. Cox is led on to discuss sterilisation; a subject he tackles in 
his usual fearless style, for which we should be grateful. He 
suggests, rightly as I hold, that it should be adopted at first as 
a voluntary measure; in the case of mental defectives, however, 
the consent of the relatives being a sufficient safeguard. Here, 
again, I am inclined to lay somewhat more stress on the disad- 
vantages accompanying surgical sterilisation. For females a major 
operation is necessary ; though in this respect we find no argument 
whatever against the sterilisation of males. As a method of 
sterilising mental defectives, segregation presents great advantages, 
especially because it is so often the kindest course to adopt. 
Lastly, there is a strong instinctive dislike to all interference 
with sexual functions, an instinct for which there is an adequate 
evolutionary explanation; and to overcome any such deeply 
implanted feelings may prove to be a difficult task, needing much 
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patience. Nevertheless, without the aid of sterilisation it will, 
in my opinion, probably prove to be impossible to prevent the 
slow decay of our civilisation. I hope some day Mr. Cox will 
advocate a thorough inquiry into the efficacy of X-rays for this 
purpose ; for by their use it may be possible to overcome some of 
the inevitable opposition to sterilisation in any form. 

I do not propose to follow our author in his last chapter, 
where he deals with the ethics of birth control; for space forbids. 
It is for those who rely on Biblical arguments to answer him in 
that line of reasoning, if they can. It is for those who assert 
that the public sanction of birth control would necessarily make 
the world a less happy, healthy or noble abode for man to prove 
their case, if they can; and I believe that they cannot. 

LEONARD DARWIN 


Outspoken Essays (Second Series). By Witit1am Ratpx InGe, 
C.V.0O., D.D., F.B.A., Dean of St. Paul’s. (Longmans, 
Green & Co., 1922.) 


Wuen Dean Inge discusses economic questions, as in several 
of these essays, he falls into more than one of the pitfalls that 
lie in wait for specialists in one field when they enter another. 
He thinks he is dealing with an easy subject, prefacing a highly 
questionable statement with “It must be c'sar even to the 
least intelligent member of the House of Commons ”’; he assumes 
as true widespread and very harmful popular heresies, such as 
that more machines ‘“‘ would reduce the number of men and 
women for whom employment could be found”; and he con- 
demns avowedly imperfect measures, such as the provision of 
“ doles,” without suggesting any substitute which alone could 
make then unnecessary. 

The prevailing characteristic of Dean Inge’s economic point 
of view appears to be distrust of too high hopes for progress 
or for man, which, though it need not logically result from the 
philosophic principles he holds, does appear to be the psycho- 
logical result in his case. He has an a priori disbelief in the 
likelihood of any considerable measure of reform, and a con- 
sequent belief that our present economic system is permanent, 
or at any rate unlikely to be bettered. He regards with con- 
tempt the ‘“ popular faith that everything is possible to organised 
effort,’ though that faith in its best form is strangely similar 
to what he himself says was characteristic of early Christian 
thought—“‘ the vigour of hope in the minds of men, combined 
with great fluidity in the forms or moulds into which it ran.” 
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Hope or confidence is important in the economic as in other 
realms, and it is largely through the lack of this Christian quality 
that the wheels of industry have run so slowly recently. Ca’ 
canny, which, as Dean Inge sees, is responsible for much, is 
the result of false economic doctrine, very widely held, namely, 
that there can very easily be too much of a good thing, that 
over-production is likely, that there might well not be work 
enough to go round. This is a belief, true in the short run and 
in specialised fields, but absolutely false in the long run and 
wide view, which is shared by many employers and employed 
alike, and apparently by Dean Inge himself, judging from his 
statement already quoted about machinery. 

We need also to be hopeful and enterprising in working for 
international agreement which may prevent the workers of one 
race from endangering the standard of living of another race 
by selling their labour too cheap. This, which Dean Inge does 
not even allude to in his essay on the “‘ White Man and his 
Rivals,” is no utopian idea; international labour regulation 
has already begun, and its development depends largely on our 
faith in its possibility and desirability. Economics without 
faith is indeed, and has always been, a dismal science, and, 
stimulating and witty as he is, Dean Inge’s popular nickname is 


not unjust. 
ANNE ASHLEY 


The Decay of Capitalist Civilisation. By Swwnry and BEATRICE 
Wess. (Longmans. Pp. vii + 182. 2s. 6d. and 4s. 6d.) 


In bringing their new book to a conclusion, Mr. and Mrs. 
Webb themselves supply the appropriate short title and descrip- 
tion. ‘‘ We have never before,” they state, ‘‘ framed an indict- 
ment of the capitalist system ”; and, a moment later, they claim 
that they have in the past abstained from “ moral judgment of 
capitalism.” The first part of their Socialist Constitution might 
perhaps have been excepted, and even the earlier works left on 
the careless reader the impression that the authors had made some 
very general criticisms of the existing economic order from a very 
definite political standpoint. But it is true that their pre-war 
books were either historical or, if their subject matter was a 
contemporary problem, were directed to establishing some con- 
structive proposal, and that the criticism in the post-war books— 
the one under consideration in particular—has a new object, or 
at any rate a different emphasis. Perhaps Mr. Tawney’s recent 
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essay suggested to them that they might deliver themselves of a 
final judgment on modern civilisation ; certainly they have earned 
the right by the great contribution they have made to our under- 
standing of it. It is as difficult to frame an indictment against 
a “system ” or a “ civilisation ” as it is against a nation; but if 
the thing is to be done, it is here done well. 

Mr. Tawney diagnosed as the chief disease of modern society 
the right of ‘‘ functionless property,” and attributed to it many 
evils that might more easily be traced to the unequal distribution 
of the property. Mr. and Mrs. Webb adopt his phrase and share 
his dislike of the institution; but, with a truer sense of economic 
actualities, they stress the resulting inequality as the chief 
evil. The difference is perhaps only one of emphasis, since the 
inequality itself is attributed to the private ownership of capital ; 
but one can follow and accept the demonstration of the extent 
and results of economic inequality without accepting the necessity 
of abolishing the private ownership of capital. 

This demonstration is the chief service of the book. Mr. 
Veblen, Professor Urwick and Mr. Withers, to mention no others, 
have dealt with particular aspects of the subject; Mr. and Mrs. 
Webb make it the chief count in a comprehensive indictment of 
the whole economic order. The reforms that they urged before 
the war, deducing them from their historical and descriptive 
studies, the “ Policy of the National Minimum ” and the “ Pre- 
vention of Destitution,’ are now declared to be insufficient, 
because they would leave inequality unimpaired. Of the four 
main criticisms that Socialism makes of modern industry— 
unnecessary poverty, inequality of income, inequality of personal 
freedom, and an unscientific and immoral organisation of pro- 
duction—the three first are incidents or aspects of the one funda- 
mental evil of economic inequality. The misdirection of pro- 
duction, the economic waste, the inequality of social status that 
counteracts and impairs a nominal political equality and an 
alleged equality before the law, are set out clearly and logically. 
Moreover, having adopted a form and tone of statement that imply 
personal responsibility somewhere, Mr. and Mrs. Webb have the 
candour to indicate the persons against whom the indictment 
lies; “‘ as the institution makes each owner a member of a privi- 
leged class, and could be superseded by more advantageous 
arrangements if the class would give up its privileges, it is not 
altogether unfair to hold each and every member of the class 
responsible for the results of these privileges ”—with the stress 
laid by the context on the word “ owner.” 
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Unfortunately the literary form best suited to stab the acqui- 
escent rich (if they ever read the book) into consciousness is not the 
best suited for a complicated piece of economic analysis, and the 
present book has not the value to the student that the authors’ 
historical works possess. An “indictment” can hardly be 
scientific ; it must simplify unduly to make its points, and over- 
state its case to press them home. The chapters on inequality 
and its results are free from these faults; the same can hardly be 
said of the chapters on the initial success and eventual failure 
of the Capitalist System and on the System as a cause of war. 
These chapters make exciting reading. The section headings— 
The Ruin of National Resources, The Worsening of Commodities, 
Gain without Production, The Hypertrophy of Selling Agencies, 
How Over-Production Occurs, The Loss of the Whip of Starvation 
—provide a series of texts for revolutionary oratory and a 
catalogue of problems for responsible statesmanship. But they 
hardly give a just and balanced view of the actual working of 
industry to-day. 

A priori it is unlikely that we shall be able to explain all the 
evils here attributed to it even by an institution so fundamental 
as the private ownership of capital. In spite of the lengthy 
definition, which the authors, “‘ at the risk of pedantry,” give on 
p. 4, it is not clear what exactly they intend to cover by the 
phrase “‘ capitalist civilisation.”” They date its decline from about 
1850; one would have thought that the decade that saw the 
extension to industry in general of the principle of limited lia- 
bility joint-stock, and the foundation of an effective system of 
public control by Factory Acts and trade unionism, marked the 
true beginning rather than the decline of modern capitalism. 
The argument constantly seems to assume that the ownership 
and control of capital are still united, or, at any rate, that their 
separation means the end of capitalism; it does not distinguish 
clearly between the control which the rich exercise over industry 
as purchasers and the much more shadowy control that the 
“ functionless ’”” among them exercise as stock and bond-holders, 
between profit as an incentive and profit as an accounting device 
for confining cost within the limits of demand; it treats the com- 
bination movement (which it exaggerates) as the negation of the 
principle of private enterprise, and the modest provision of 
unemployment relief since the Armistice as the death-blow to 
capitalism; a whole section is devoted to the argument that 
“ capitalism ’’ broke down, once the ‘“‘ whip of starvation’ was 
taken out of the capitalist’s hand; all of which seems to point to 
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a conception of industrial organisation which may have been 
accurate in 1840, but is not the industrial organisation of to-day. 
Hither the criticism is an academic exercise, being directed against 
the sins of a generation that is past, or, if it aims at contemporary 
evils, it does not always find the mark. 

A similar neglect of dates appears in the treatment of the 
most recent period. In excusing the book (or excusing themselves 
for not writing it sooner—it is not clear which) the authors adduce 
the ‘‘ acquiescence in the progressive development of political 
and industrial democracy ”’ before 1914 and contrast it with the 
post-war reaction; they mention particularly “the establish- 
ment, for millions of workers, of a legal minimum of wages . . . 
and . . . the progressive allocation of a steadily increasing share 
of the national income” to pensions, education and the like. 
But there were only half a million workers under the Trade 
Boards Act in 1914; the big extensions were made under the 
1918 Act. And the proportion of the national income directed 
to the wage-earning class by authority has certainly been greater 
since the war than before. The war itself is treated as a result 
of capitalism, and not rather as the main cause of our present 
economic disorders; it is represented as a war for markets, and 
not, as it obviously was, a war between markets, that badly 
needed each other. And not only are this war’s effects slurred 
over; the suffering that attended the first two decades of the 
nineteenth century, and the rise in the Poor Rates that indicated 
it, are attributed wholly to the Industrial Revolution, with no 
suggestion that the Napoleonic wars may have had something to 
do with them. 

It is over-simplification again to ignore the distinction between 
the evils that are due to private ownership of capital and those 
that are inherent in large-scale, specialised production for the 
market. Take the reference on p. 15 to the increasing inequality 
“between the relatively small class of persons who own and 
organise the instruments of production and the mass of the people 
whose livelihood depends on being permitted to use them ”’; 
suppose the words italicised to be deleted; would the essential 
inequality of conditions which any large-scale organisation 
involves have disappeared? Or the reference on p. 58 to the 
unrepentant Liberal, who refuses to recognise that a man who is 
divorced from the instruments of production cannot live his own 
life ; is it not the nature of the machine, rather than the ownership 
of it, that reduces the worker to the status of acog? The depend- 
ence of the capitalist organisers, even the biggest of them, on the 
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market is usually ignored, the possibility that profits may give 
place to losses is not stressed, the practical problem of valuation 
and distribution is hardly faced. There seems to be an authori- 
tarian bias in the authors’ thinking that makes it difficult for them 
to appreciate the conception of an economic organisation based 
on spontaneous contract; they hark back with regret to the war- 
period, when Authority decided what we should do and what we 
should be paid and what we should consume, without apparently 
realising that all this authoritative direction was only possible 
because the war gave an accepted, over-ruling, national purpose, 
by reference to which priority scales could be constructed and 
“control” substituted for market determinations. It is signifi- 
cant that they speak of the capitalist system ‘incidentally ”’ 
training the nation in the science and art of co-operative working 
in industry, transport, commerce and finance ! 

The object of a book is to analyse and judge, but the analysis 
is influenced by the conception of a different organisation which 
the authors have described elsewhere. In the early part of the 
nineteenth century, it is pointed out (pp. 83-4), the alternative 
of a ‘public or collective organisation” was not practicable. 
‘‘ Profit-making was, in fact, at the opening of the nineteenth 
century the world’s substitute for qualities which did not at the 
time exist, for self-discipline, for professional technique, for 
scientific knowledge, for public service, for the spirit of free 
association, for common honesty itself.” It is gratifying to know 
that these social assets are now available for reconstruction, even 
if they have not yet been used to construct the alternative ‘‘ public 
or collectivist organisation.”” Meanwhile the economic order 
that was established by the reformers of a hundred years ago 
in essentials persists. Are its fruits really so bad as a reading 
of Mr. and Mrs. Webb’s book suggests ? 

When I had finished reading the very convincing demonstra- 
tion of the complete failure of capitalism in the latter half of the 
book, I could not help thinking of the “‘ man midwife’s ’ demon- 
stration in J'ristram Shandy of the impossibility that anybody 
could have been born before the recent advances in obstetrical 


science were made available, and Uncle Toby’s comment: “‘I 
wish,’ quoth my Uncle Toby, ‘ you could have seen what prodigious 
armies we had in Flanders.’’’ Who would expect, after reading 


of the ‘‘ hopeless inefficiency ”’ of modern industry, of the ‘“‘ whole- 
sale degradation of the nation ”’ under the present system, of the 
“‘ universal sabotage’ inherent in the present organisation, of 
the “ struggle for pecuniary profit among rival groups of capitalist 
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entrepreneurs as having been the most potent cause... of 
recent international conflicts”—who, after reading all this, 
would expect to find that real wages had increased 80 per cent. 
between 1850 and 1913, that a rapidly increasing population 
had been maintained at a steadily improving standard of life 
(until war intervened), that the last century—the century of 
capitalism—included more years of international peace, few as 
they were, than any century since the peace of Rome was broken ? 
Mr. and Mrs. Webb have contributed more than any other writers 
to our knowledge of the historical processes by which conscious 
public control has been imposed on industrial conditions and 
industrial relations, they have been more fruitful than any of 
their contemporaries in proposals for improving that control, 
but they make one wonder sometimes whether they are really 
interested in industry itself, in the spontaneous organisation by 
which forty millions of people in this little country are some- 
how fed, clothed, housed and amused, so regularly that the 
achievement escapes our notice. 
HENRY CLAY 


Recent Economic Developments in Russia. By K. Lettres; edited 
by H. WESTERGAARD. Publication of the Carnegie Endow- 
ment for International Peace. 

La Débécle des Soviets et la Restauration économique de la Russie. 
Mémoires présentes a la Conférence de Génes par |’ Association 
Financiére, Industrielle et Commerciale Russe. (Paris, 1922.) 

Russia ajter Four Years of Revolution. By 8.8. Masloff; trans- 
lated by A. G. Pascuxorr. (London and Paris, 1923.) 

La Législation Sovietique et la Conférence de la Haye. By At. 
Pitenco. (Paris, 1922.) 


In attempting to pass judgment on anything written about 
Russia under present conditions there are several points which 
must be kept in the forefront of one’s judicial vision. In the 
first place, the whole Russian problem is of such appalling com- 
plexity, the territory and population are so vast, the sources of 
information are so diverse, and frequently so unreliable in spite 
of the often irreproachable character of the observer or reporter, 
as to make it necessary to accept any statement of facts or any 
conclusions drawn therefrom with the greatest reserve. Another 
even more serious difficulty lies in the fact that most of the in- 
formation available about Russia comes of necessity from indi- 
viduals whose most vital interests have felt the touch of the 
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terrible events of the last few years. Only a superman could have 
passed through such experiences and emerged with his judgment 
wholly unwarped. By the very nature of things the more normal 
observer is filled with prejudices. He may pronounce perfectly 
honest judgments, but these judgments are built up around facts 
as he sees them, and he inevitably sees them in the light of his 
prejudices. A third difficulty arises from the extreme rapidity 
of the movement of events. It is impossible for any writer to 
publish anything on Russia quickly enough to avoid having some 
of his material already out of date. And the greater the care he 
exercises in preparing his work, the more time he spends in check- 
ing his statements, etc., the less valuable will be his data as giving 
a picture of conditions at the time of publication. All four of 
the publications under review suffer from these inherent difficulties 
of the subject, though in different degrees. 

The first of the above books may be recommended to readers 
who wish to obtain a general view of economic events in Russia 
from the outbreak of the war down to the end of 1919. The first 
two parts into which the work is divided (Part I, General Effect 
of the World War on the Economic Life of Russia prior to the 
Bolshevic Revolution; and Part II, Results of the Economic 
Policy of the Bolshevists) are admirably suited for this purpose. 
The material has been carefully digested, and the results are 
presented with clarity, conciseness and impartiality. There 
has been some carelessness either in compilation, translation or 
proof-reading, for a number of statistical blunders have been 
permitted to creep in, but on the whole they are not of such a 
nature as to affect seriously the usefulness of the work. Of Part 
III, however (Economic Life in Soviet Russia in 1920), one might 
almost say it would better have been omitted. As a historical 
record it might have some value it if were well done, but un- 
fortunately it presents a marked contrast in this respect to the 
preceding Parts. It is scrappy and unconvincing; its use of 
technical trade terms and names is amateurish and confusing ; 
and its statistics are just sufficiently full of obvious errors and 
glaring inconsistencies to make one hesitate to accept any of its 
figures with confidence. In any case, its statistics are now so far 
out of date as to be of little use to a reader wishing to keep himself 
en rapport with the present Russian situation. 

The mémoire on La Débdcle des Soviets et la Restauration 
économique de la Russie commands one’s immediate attention 
because of the evident care with which it has been prepared, the 
admirable form in which it is presented, and the general fairness 
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of tone on the part of the memorialists, who might have been 
expected to voice their grievances instead of attempting to 
formulate constructive suggestions. The Association presenting 
the mémoire is made up, according to its own statement, of finan- 
cial, industrial and commercial interests, “‘ proprietors and 
directors of enterprises and resources of Russia valued at many 
milliards of gold roubles.” The mémoire is a statement of their 
case before the world, and they have made it with admirable 
poise. In their presentation of facts one rarely finds any evi- 
dences of bias; only here and there is a word or phrase which 
betrays an animus. On the whole, all those parts of the mémoire 
which deal with the statistical basis of the situation give as 
complete and fair-minded a picture as anything that has yet been 
published. Unfortunately, the data are brought down only to 
the first months of 1922. A few developments have taken place 
since then which modify the picture slightly, but they are of no 
great consequence. 

When the mémoire turns to the constructive side, however, it 
is necessary for the reader to use greater caution. The former 
industrial, financial or commercial leaders of Russia have been 
through the fire of the most terrible conflagration the world has 
ever seen. By the very nature of things their impulse is towards 
remedies which merely reverse the movement which brought 
about the cataclysm. Their judgment, however honest in intent, 
is, by the force of circumstances, held in the groove which leads 
towards a return to “ normal ’”’; that is, to conditions exactly as 
they knew them before. 

The object of the mémoire is to elucidate the conditions upon 
which any real reconstruction of Russia must be based. This 
it does at considerable length, but the summing up of its con- 
clusions might be put into a single sentence: ‘‘ Restore the entire 
political and economic institutions of Russia to the status of 1914; 
reinstate the proprietors, owners, directors, etc. of industry ; 
and grant them large foreign loans for the rehabilitation simultane- 
ously of all industries.”” They will listen to no suggestion of com- 
promise in the matter of State control, management, or ownership 
of any industry whatsoever; they reject any sort of piecemeal 
reconstruction, beginning, say, with agriculture, and passing in 
time up through mining, metallurgy, manufactures, etc.; they 
spurn the suggestion that Russia is so far reduced economically 
that the only prospect for recovery lies in treating her to all 
intents and purposes as a terra nova whose re-emergence into the 
economic world of affairs must come gradually, beginning with 
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the export of food and raw materials, and the import of 
manufactured goods. 

The mémoire is not convincing on these points, and there 
are many reasons for refusing to accept its conclusions. Neverthe- 
less, it performs a real service in presenting the case clearly and 
forcefully. 

Of the two remaining pamphlets under review, Professor 
Masloff’s and Professor Pilenco’s, little need be said. They both 
betray so bitter an animus as to force any real seeker after the 
truth of things in Russia to accept all their statements with 
extreme reserve. 

The first part of Professor Masloff’s work, which deals mainly 
with economic conditions, contributes nothing new, and one is 
rather annoyed, though also somewhat amused, by the use of 
such phrases as: ‘“‘ The collective soul of the nation,” or the rather 
confusing statement that “the dim near future of Russia lies 
concealed in the sphinx-like soul of the Russian peasant.” The 
best chapter of the work is the last, “‘ The Communistic Party,” 
in which, though the author rather tends to ‘ prove too much,” 
there is a clear analysis of the political forces at work in the 
country. 

Professor Pilenco is a student of jurisprudence, and his pam- 
phlet is a lawyer’s reply to the note of March 15, 1922, to the 
Governments of Great Britain, France and Italy, in which Mr. 
Chicherin seeks to prove that Russia possesses codes of modern 
law, etc., such as would guarantee the rights of foreigners going to 
that country. 

Professor Pilenco gives a very complete and extremely interest- 
ing review and analysis of Soviet legislation, and the pamphlet 
will be of real value and great interest to any reader who wishes 
to follow somewhat in detail the astounding experiment of the 
Soviet in attempting to wipe the slate clean of all laws and to 
manufacture a new system out of hand, with the bizarre results 
to which the experiment has led. 

One cannot, however, follow Professor Pilenco too far in his 
conclusions. He apparently loses sight entirely of the fact which 
must be borne constantly in mind if we would understand the 
situation in Russia, namely, that ‘‘ practice and precept”? have 
relatively little in common. During the period of the triumphant 
advance of communism, decree after decree was issued, mostly 
abolitions of former existing rights or methods. But these decrees 
were only on paper, none of them was ever wholly applied, and 


some of them were scarcely ever applied at all. Practice lagged 
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far behind legislation in this process of annihilation of the old. 
Neither in jurisprudence, economics, trade, social relations, nor 
intellectual activities did Russia ever sink to a point which we 
would imagine it to have reached if we studied its legislation 
alone. 

The Soviet authorities themselves soon recognised this fatal 
lag; and for the past two and a half years have been gradually and 
reluctantly ‘‘ retreating,” bringing their legislation back towards 
something like accord with practice. In the downward movement 
practice was far in the rear of legislation ; in this return movement 
upward, it is practice which leads, and legislation follows slowly 
and resistingly behind. The last word has not been said, as 
Professor Pilenco seems to imagine it to have been, when he shows 
conclusively that such and such a law is not on the statute books. 
In spite of this aspect of the matter, however, the pamphlet must 
be regarded as a complete refutation of Mr. Chicherin’s claims. 
Professor Pilenco has routed him with his own weapons. 

Lincotn HUTCHINSON 


Der Selbstmord eines Volkes. Wirtschaft in Oesterreich. (The 
suicide of a people. The Austrian social policy.) By 
SIEGFRIED Srrakoscii. (Vienna: Rikola publ. 1922. 
Pp. 124, 8vo.) 


WueEn, from 1919 till 1921, Austria was ruled on Socialist 
methods, this new republic was sometimes called “ Little Bol- 
shevikia.”” The meaning of this pointe d’esprit is fully shown in 
this booklet, written by a man of a peculiar scientific and practical 
competence. Dr. von Strakosch, long known as qualified by 
science and by great experience both in agriculture and in indus- 
trial business, aims at presenting an exhaustive account of the 
tragedy of the Austrian people. His statements are so conclusive 
that they might serve as a text-book. He shows in practice the 
working of Marxian doctrines in Austria and proves their illusions 
and their pernicious results. 

Never did political paidokratia cause more misfortune than 
in our post-war days. In the case of Austria it has led to fatal 
failures, creating misery for a whole civilised people, so far as it 
does not consist of profiteers. Dogmatic politics proved to be a 
cause of moral dissolution as well as an economic disaster. The 
cause of this development was the manner in which the peace was 
concluded. The Treaty of St. Germain contributed most to the 
attraction of Socialistic promises, which pretended to end 
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political, economic and social serfdom, and contrasted a sad 
present with a bright “‘ Future State.” But the legislation which 
followed along Socialistic lines has quickly lessened, even in 
agriculture, the efficiency of the workmen, who were given welcome 
privilege, secured by law—short days, sufficient payment, assurance 
against dismissal, influential works councils and unemployment fees. 
Further, as a result of a railway strike, practically all workers 
and employees in Austria secured in 1922 a sliding increase of 
their wages and salaries, according to the rise of the market 
prices of common necessities. So their wages could not suffer 
from the dearness caused by the general depreciation of money 
—a really unique guarantee of the standard of living and a curious 
monopoly on the part of the wage-earning and salaried classes. All 
these measures weakened the efficiency of work—and that of the 
business men was lessened also, because they were overwhelmed 
with administrative work of various kinds and with the never- 
ending worry, engendered by a continual flood of laws and 
ordinances of all sorts, often intricate, mostly hardly intelligible, 
and sometimes giving free play to administrative chicanes. The 
capital was constituted as a separate province under a firmly 
established Socialistic majority. The contempt of economic 
knowledge as a bourgeois superstition, the disintegration of all 
productive work, hindrances by the multiplication of frontiers, 
by the difficulties and high costs of transportation, by the high 
import and export duties of the neighbouring States, by the 
continuous inflation of their own monies and by the vehement 
fluctuation of changes, contributed and reacted on each other 
in their detrimental effects. 

The anti-capitalistic legislation has not cured the labour 
unrest, but has created a growing malaise and a dangerous uncer- 
tainty in business. The financial disaster of the country and the 
ruin of its former middle classes are further consequences of the 
moral and economic dissolution of this much-injured people. 

E. ScuiwiEDLAND 


The International Trade Balance in Theory and Practice. By 
THEODORE H. Boaas. (New York: the Macmillan Co. 
1922. Pp. viii + 221.) 

Tis book consists of two parts: an introductory examina- 
tion of the “‘ Theory of the Balance of Trade,” and an explanation 
of the causes of excess of exports over imports or imports over 


exports in the case of the U.S.A., the U.K., Canada, India, 
Q2 
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Australasia, and South Africa, together with comments on 
the foreign exchange situation in general, and, in particular, 
on the exchange position of these selected areas. 

There is no mystery about the ‘‘ Excess of Imports over 
Exports” or ‘‘ Exports over Imports.” In a world in which 
goods and services constitute the objective conditions of material 
welfare, and in which such goods and services are exchanged 
between inhabitants of the artificial units called ‘ states,” it 
is quite clear that when the trade statistics reveal an excess 
in either direction, this must be due to the inadequacy of the 
statistics, or must be explicable by reference to the fact that 
goods are being exchanged against (non-recorded) services, or, 
finally, to the fact that a time gap occurs between the transfer 
of one portion of the goods exchanged and the transfer of the 
other portion, all “capital and interest’ transactions being 
explicable in this way. From the purely economic point of 
view, all that has to be dealt with are masses of goods and streams 
of services, and all that analysis can do is to explain how and 
why these goods and services are being transferred. 

Unfortunately there is a temptation, to which Prof. Boggs 
has also fallen a victim, to mix up the causes for the flow with 
the flow itself, which is largely due to the invention of the phrases 
“invisible imports ” and “ invisible exports.” He starts quite 
correctly in showing that the visible excess of imports or of 
exports does not correspond to any ultimate excess of indebted- 
ness: that interest payments, capital payments, shipping ser- 
vices and the like are terms in an equation which always equates. 
But he is so far misled by the phrase “invisible debits and 
credits ” as to imply that the visible movement of goods must 
be aggregated with the “ invisible ’? movements of capital, interest 
and the like. How otherwise can one explain the remark on 
p. 168, that ‘it must be recalled that a large part of India’s 
foreign loans enter the country in the form of railway and mill 
equipment, and as such it is counted in merchandise imports. 
Therefore the amount of net capital flowing into India annually 
is much reduced ”’ (italics mine) ? 

In the balance of indebtedness there is no balance to be 
explained, if all the items are included, but in the balance of 
indebtedness there are no visible or invisible items at all—there 
are only sums owing and owed. So in the figures of imports 
and exports, there are only goods, all of which are visible, or 
they would not be there. Neither in the one case nor in the 
other is there the slightest justification for distinguishing 
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“ visible ” and “ invisible.” The result of thinking of the goods 
as ‘‘ merchandise” and the capital and interest transactions 
as figures in a ledger is simply that people imagine that if the 
movements of capital and interest ceased, the merchandise 
figures would only be diminished by the current difference 
between capital and interest, whereas, in fact, not only the 
excess of imports or exports would alter, but also the absolute 
amounts of the imports and the exports. If the total imports 
are £m. 200 (capital imports being £m. 100) and the exports 
are £m. 150 (interest being £m. 50), to wipe out capital and 
interest would not only reduce the excess of imports by £m. 50, 
but would reduce the absolute volume of the imports by £m. 100, 
and the absolute volume of the exports by £m. 50. Locomotives 
and steel rails and mill machinery on the one hand, rice and 
jute on the other, have to be physically transferred, as well as 
compensated in a balance sheet of capital and interest trans- 
actions. To show that the excess of imports over exports 
equals the difference between capital and interest payments, 
or that the excess of exports over imports equals the difference 
between interest and capital payments, does not in the least 
show, as Prof. Boggs seems to imply in his table on p. 63, that 
all that is physically transferred is the excess of the invisible 
transactions, but only shows that that excess is part of what 
is physically transferred. 

Another stumbling-block in the exposition of this subject 
is the relation of the balance of indebtedness to the processes 
of financial adjustment. The old phrases “ favourable’ and 
‘“‘ unfavourable ” balances of trade carry misleading implications 
about with them, and so long as they continue to be used, it 
is almost inevitable that writers will forget that they have 
shown that the balance of indebtedness must always balance. 
On p. 177, e.g. Prof. Boggs states that “as a result of India’s 
favourable trade balance, there was normally existent abroad a 
steady demand for remittance to that country.” Prof. Boggs 
has forgotten for the moment the home charges, the payment 
for shipping services, and the like which are the cause of the 
‘favourable trade balance,’’ and which cause a steady demand 
for remittance from that country. On p. 180 the author explains 
that the total excess of Indian exports of commodities amounted 
in the aggregate between 1910-14 to £m. 261, and that “ this 
was paid for in a twofold fashion,” by the sale, 7.e., of £m. 138 
of Council Bills and the export to India of £m. 120 of bullion. 
Since the bullion is included in India’s recorded imports, how 
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can it pay for the excess of exports unless “‘ commodities ”’ do 
not include ‘“ treasure,” in which case there is no real excess 
at all? As for the sales of Council Bills, obviously they are 
only a part of a long series of adjustments by which the Govern- 
ment of India pays money in London to its creditors in London, 
by paying money in India to Indian creditors of London mer- 
chants, who have given it money in London, whilst it raises 
the funds in India by taxation. (Coining fresh rupees reduces 
balances in London, so that the net position is unaffected.) 
Such transactions no more prove that India’s balance was 
‘‘ favourable ” than the fact that one can measure the distance 
of the earth to the moon proves that the latter is made of green 
cheese. 

The practical side of Prof. Boggs’ book also reveals certain 
defects. In the case of the U.K., the only estimate given of 
the foreign investments of the country after the end of the war 
is that of Sir G. Paish, and the later estimate of Dr. C. K. Hobson 
or the figures of the Dollar Securities Committee are not referred 
to. No detailed figures are provided as to post-war shipping 
earnings, though the conclusion that these and commission 
earnings are higher than in pre-war days is probably right for 
the years 1919 and 1920, though not for the years of depression 
following. In working out the Canadian figures, Prof. Boggs 
assumes that Canada’s shipping bill was offset by tourist ex- 
penditure in Canada. Surely an attempt at preciser evaluation 
might have been made. On p. 157 various suggested methods 
of dealing with the discount on Canadian money in New York 
are reviewed, and though Prof. Boggs on p. 151 has pointed to 
the close relation between the discount and the level of prices 
in the two areas, he says nothing about reducing the Canadian 
note circulation—surely a much more effective remedy than the 
mercantilist suggestions quoted, the absurdity of which European 
experience has sufficiently revealed. 

On p. 182 occurs the statement that in India during the war 
“the ancient practice of hoarding was given an impetus at the 
time, as a result of a simultaneous expansion in exports and 
decline in imports. The surplus funds were hoarded away. 
The natural instinct to do so was doubtless stimulated by the 
many rumours at the time of political instability and military 
invasions.” It is difficult to follow the logic of these sentences. 
It is the old suggestion that an excess of exports leads directly 
to imports of treasure, which are somehow not “ imports.” 
And what is the meaning of “surplus funds”? If India was 
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lending to the British Government, would not that account 
for increasing exports? And if the exporters were paid out 
of loans raised by the Indian Government, would a single 
additional rupee have been needed? An increase in hoarding 
is a natural consequence of rumours, and still more a conse- 
quence of a government selling coin at less than its real market 
value, but it is a little difficult to link it up with an excess of 
imports and exports. 

In spite of these weaknesses, the book is a useful one, since 
it gathers together data relating to a wide group of countries, 
which had not, up to the time of the publication of this volume, 


been treated together. 
T. E. GREGORY 


Essays on Indian Economic Problems. By Bris Narain, M.A. 
(Lahore. 1922.) 

Fiscal Policy in India. By ProFressok PRAMATHANATH 
BaANERJEA. (Macmillan & Co. 1922.) 


Amone much that is dark and doubtful in India to-day, a 
hopeful feature is the increased attention given to the study of 
Economics, and especially to the branch of the science which 
deals with fiscal policy. A work by Mr. Brij Narain bearing the 
same title as his present volume was reviewed in this JoURNAI. 
in September, 1920. He has now republished a number of the 
essays contained in that volume and added others. His views 
on protection are in agreement with those of Professor Banerjea. 
The title of the latter’s book is misleading, for it does not 
deal with the fiscal policy of the Indian Government as a whole, 
but only with that branch of it which is concerned with tariffs. 
Even in the Budget estimate of 1920-21 Customs receipts only 
accounted for 13 per cent. of the total revenues of the Central 
and Provincial Governments. A rapid review of the past tariff 
policy of India is contained in three chapters. The remaining 
three deal with the theoretic basis of free trade and protection, 
the right tariff policy for India to-day, and imperial preference. 

Theoretically a good case can be made out for protection in 
India. Like England it suffers from a want of balance between 
agriculture and industry, but in the opposite direction. Three- 
fourths of a population often redundant is engaged in extracting 
its subsistence from the land, whose tillage absorbs more hands 
than can be profitably employed upon it. The result is a standard 
of living which in many parts is too low, and in the areas, un- 
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fortunately large, where the crops are precarious, acute distress 
once or oftener in a decade. It is therefore very desirable that 
a portion of the population now engaged in agriculture should 
be transferred to industry. But in a backward country like 
India, where the chief advantage which the entrepreneur enjoys 
is the command of cheap labour, and where capital is very shy, 
it is argued with much force that a greater or less measure of 
temporary protection is required. Writers on the subject 
generally assume that rapid industrial development will be a 
panacea for the woes of India. It will, however, only be a real 
boon if it results in the growth of an intelligent artisan class 
receiving good wages, but not if it leads to the herding together 
of badly paid mill-workers in unhealthy slums, or unduly 
stimulates the growth of the population. 

Regarding some measures classed by Professor Banerjea as 
protection, such as the provision of technical instruction, and the 
collection and publication of useful information, there will be no 
dispute. But some of his proposals as to tariffs seem very doubt- 
ful. Not to mention seven articles of minor importance, he would 
levy protective import duties in the case of cotton, woollen, and 
silk textiles, iron and steel goods, sugar, glass, paper, leather, 
rubber, and vegetable oils, and export duties on oil-seeds, hides, 
and bones. 

As regards cotton import duties, one cannot help suspecting 
that the Indian demand for them is largely the aftermath of 
the folly of Whitehall in forcing on a reluctant Indian Govern- 
ment a so-called countervailing excise cotton duty at a time 
when, broadly speaking, the factories in the two countries pro- 
duced, as to a large extent they still do, different classes of goods. 
As a matter of fact the Indian mills are in a very strong position. 
Between 1879 and 1914 the number of spindles increased from 14 
to 6} millions. Since then the weaving part of the industry has 
been further developed. Before the war the proportions between 
imported and indigenous piece goods was as 75 to 25, while in 
the four years ending 1920-21 the advantage seems to have 
passed to the latter class. Professor Banerjea admits that 75 per 
cent. of imported piece goods are non-competitive. Broadly 
it is only in a part of England’s cargoes of “‘ grey unbleached ” 
that there is much competition. A large share of the cloths 
sent to India consists of ‘‘ white bleached” and “ coloured.” 
In these latter classes the production of the Indian mills is 
at present quite small, and it is in order to increase it that 
protection is demanded. But until long-stapled cotton can be 
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produced on a large scale in India it is doubtful whether the 
attempt of the Bombay mills to compete deserves special en- 
couragement. As regards yarn the Indian factories have the 
field to themselves. India supplies all its own requirements and 
exports more than it imports. A reference to the Bombay 
share list will convince anyone of the handsome dividends paid 
by many Indian cotton mills and the extraordinary appreciation 
of their shares. It seems fantastic to urge that an industry 
in this exceptionally favourable position requires protection. 

Sugar is another doubtful case. Java, where the yield per 
acre is vastly in excess of that in India, sent in 1921 543,000 tons 
of sugar to that country. To be successful sugar manufacture 
requires an extensive area of heavy out-turn within easy distance 
of a central factory. Those familiar with the land tenures and 
agriculture of India know how difficult it is to secure these 
conditions there. 

The protection of the paper industry, except at an inordinate 
cost to the community may have to await the discovery of means 
of producing an abundant supply of cheap wood pulp in India. 
A much stronger case can be made for protecting leather 
goods and vegetable oils. In the case of the latter an import 
duty on oil and an export duty on oil-seeds are proposed. 
The export of oil-seeds, which might be crushed at home, deprives 
Indian cattle, often underfed, of a valuable food. None the less 
it may be difficult to make Indian farmers willingly acquiesce 
in anything calculated to restrict liberty of trade in a crop, the 
export of which in a good year is on a very large scale, and the 
Tariff Commission condemned the proposal for an export duty. 

The fact that in existing Indian conditions protection can be 
theoretically justified does not prove that, as actually applied by 
the Government and the Legislatures, it will be useful to the com- 
munity as a whole. Free trade is Professor Banerjea’s goal. As 
soon as an industry has been set on its legs by protection it is 
again in its own interests and in that of the community to be 
brought back into the free air of international competition. 

‘Sed revocare gradum, superasque evadere ad auras, 
Hic labor, hoc opus est,”’ 
as the history of tariffs proves. India, however, will certainly 
try protection. It may be hoped that the Government and the 
Legislatures with the help of the Tariff Board will exercise in a 
rigid spirit the ‘ discrimination ’’ recommended by the late 
commission, and, at first at least, confine protection to a few 
carefully selected classes of goods. It may be feared that even 
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a Tariff Board will not save it from the risks above noted. But 
when the agriculturists are properly represented in the Legisla- 
tures, it will be to their interest to oppose the abuse as distinguished 
from the limited legitimate use of protection. 
Both writers are probably right in thinking that a policy 
of Imperial preference offers no economic advantages to India. 
J. M. Dovte. 


The Maintenance of the Agricultural Labour Supply in England 
and Wales during the War. By J. K. Montcomery. 
(Rome: International Institute of Agriculture, 1922. 
Pp. 121. Price 2s. 6d.) 


Tuis book, which is a reprint of a report previously published 
in the International Review of Agricultural Economics, is a valuable 
collection of facts and figures compiled from masses of official 
sources. It is divided into six chapters—the first dealing with 
the measures taken to exempt certain classes of agricultural 
workers from military service, the second with the provision 
of military labour for agriculture, the third with the labour of 
prisoners and interned civilians, the fourth with women land- 
workers, the fifth with various miscellaneous sources of labour 
supply (e.g. Belgian refugees, conscientious objectors and school- 
boys), and the last with the agricultural minimum wage, “ one of 
the objects of which was to induce the agricultural labourer 
to stay on the land by ensuring to him wages commensurate 
with the rising cost of living.” Naturally, I have not been 
able to check the innumerable figures and details which Mr. 
Montgomery has provided for his readers, but I have seen no 
reason to doubt their accuracy, and the book gives one an 
impression of care and exactness. It is not easy reading, for 
Mr. Montgomery sticks austerely to the facts, and sometimes 
one cannot help wishing that he had allowed himself more 
latitude in the way of comment and appreciation of problems. 
As it is, the book smacks too exclusively of the study; and a 
considerable effort of imagination is required to picture what 
all these figures and regulations really meant in the fields and 
cottages—though I must not forget the welcome touch of realism 
provided by the attractive photographs of women and boys at 
work. 

Two somewhat important omissions must be mentioned. 
Though we are told much about the depletion of the ranks of 
agricultural labour by enlistment and conscription, and of the 
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measures taken to deal with this problem, practically nothing 
is said about the drift of agricultural workers, and of lads who 
would normally have become agricultural workers, to munition 
works, especially the construction of aerodromes. Again, the 
employment of schoolboys in holidays, especially for harvesting 
and flax-pulling, is discussed, but the short-sighted policy of 
allowing boys to leave the elémentary schools for agricultural 
work before the normal age is not, I think, mentioned at all. 
And this is a matter on which more information would be welcome. 
One would like to know how far this evil penetrated, and, if 
it were possible, to learn something of the subsequent employ- 
ment history of the lads whose education was sacrificed in this 
way. Mr. Selley, in his Village Trade Unions in Two Centuries 
(pp. 139-144), tells us a little about this matter, noticing the 
statement made by the President of the Board of Education 
in February 1915, that the demand for child labour came from 
low-wage districts. Mr. Selley quotes the protests made by 
Dr. Gore and the late Dr. Scott Holland, and ends his discussion 
of this lamentable phase of the history by quoting the following 
passage from a circular issued to local educational authorities 
in France by the Government of that country :— 


“The existing laws on the attendance of boys at school 
must be maintained this year with more strictness than ever. 
. . . It would be disgraceful to see children robbed of their 
education, as if the military service of their fathers had left 
them only the choice between beggary and premature wage- 
labour.” 


Just now, when the French policy in the Ruhr is arousing 
our indignation, it is well, perhaps, to recall a time when it 
was not we, but our Allies, that took the more excellent way ! 

But to return to Mr. Montgomery’s book—an illustration of 
the way it would have gained if its author had shown more 
knowledge of the realia of village life is provided by the state- 
ment that in the substitution of low category men for those 
fit for general service the substitute was to be “if possible a 
man who was employed with that employer or in the same 
parish’ (p. 11). This is unexplained; but evidently it was 
connected with the housing shortage and the prevalence of 
two-bedroomed cottages—factors which, in some districts at 
least, must have hampered the introduction of strangers. 

The most valuable part of the whole book is the last chapter, 
which is a compendious summary of the various regulations 
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made for different districts by the Wages Board. An adequate 
commentary upon that intricate history is obviously impossible 
to compress within the compass of a review. But two facts 
strike me in reading Mr. Montgomery’s chapter. As the Wages 
Board gained experience it seems to have found uniformity and 
simplicity increasingly preferable to the policy of conformity 
to local customs. This was certainly so as regards the hours 
for which the minimum wage was payable. In the matter of 
the half-holiday, too, the original regulation exempted from 
the overtime rule time spent on the short day by stockmen “ in 
connection with the feeding and cleaning of stock,” but ‘‘ three 
months later the Board issued an order to vary the definition 
of overtime by omitting this exception, so that for stockmen 
also any employment in excess of six and a half hours on the 
short day was to be treated as overtime”’ (p. 87). Secondly, 
it is just where the Board yielded to the temptation to accom- 
modate its regulations to local varieties of custom—namely, 
in the matter of harvest rates—that we get an irritating laby- 
rinth of rules, which must have puzzled employers and employees 
alike. I believe that the Board would have done well to leave 
harvest rates alone. If harvest had been subject to the ordinary 
minimum and overtime rates, complexity would have been 
avoided, the labourer would have been sufficiently secured, and 
employer and employed would have been free to make any terms 
for harvest that they pleased, provided that these were not 
less favourable to the latter than the rates in force for other 
summer work. And these are points which should not be for- 
gotten now that the re-introduction of the minimum wage has 
been recommended by the Committee on Agriculture. For they 
bear on the Committee’s suggestion that six district committees 
should take the place of a Central Wages Board, and seem, to 
me at least, to be an argument in favour of a central board as 
being more likely to secure simplicity and uniformity and less 
liable to become needlessly entangled in the intricacies of local 


customs. 
REGINALD LENNARD 


Scientific Management and the Engineering Situation. By Sir 
Witiram Asutrey. Oxford University Press. 
Str Wiiu1am AsuLEy has made the subject of industrial 


organisation so much his own that his choice of a subject for 
his Sidney Ball Memorial Lecture was very welcome. Within 
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the narrow limits of the space available he has contrived to 
give a clear, if summary, account of the aims and characteristic 
methods of Scientific Management, distinguishing the really 
scientific element, implied in its treatment of large-scale industrial 
administration as a problem for objective study, from the collec- 
tion of dodges for speeding up the wage-earner that figures so 
largely in its discussions, and bringing out clearly the fallacy 
involved in Taylor’s attempt to base wages on the measurement 
of output. 

He then applies this analysis to the situation in the engineer- 
ing industry revealed by the lock-out of last year. Scientific 
Management has no solution to offer for our problems. It aims 
at accelerating the process of substituting less skilled for more 
skilled labour, that lay at the bottom of last year’s quarrel. 
This process, however, involves the up-grading of unskilled, as 
well as the degrading of skilled, labour, and often a change in 
the character, rather than a lowering in the quality of the labour 
required. Sir William believes, therefore, that the social problem 
involved can be solved, if employers will give it the consideration 
due to it, and will observe, in the spirit as well as the letter, 
their pledge to consult the workers before making changes. 

One wishes that the lecturer had had time to discuss the 
problem further; in particular to express an opinion on the view 
that the big difference between English and American industry 
—of which Scientific Management is only one indication—is due 
to the fact that the American employer has to organise pro- 
duction on a basis of masses of unskilled, transitory labour, while 
his English counterpart (except in war-time) can base his 
organisation on an abundant supply of highly skilled artisans, 
who move about comparatively little. 

The reference to Sidney Ball will interest his friends; and 
Oxford men who had not the privilege of knowing Ball will be 
interested to discover that, if Ball had had his way, Sir William 
Ashley would have done his academic work in Oxford instead 


of in Harvard and Birmingham. 
H. Cuay. 


Workmen’s Compensation in Great Britain. By Josepnu L. 
CouEn, M.A. (Cantab.), F.S.S., sometime ‘‘ Richard Watson 
Gilder ” Fellow in Economics (Columbia University, U.S.A.). 
(London: Post Magazine, 1923.) 


Mr. CoHEN is also author of Insurance against Unemployment, 
on which we had the pleasure to express a favourable opinion 
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two years ago; and of an examination of Insurance by Industry 
read before the British Association at its Hull meeting last year. 

Before 1897 an employer was liable for the consequences of 
things done or omitted by himself or his agents, and the law in 
1880 had extended the liability arising from agency to include 
injuries to a workman caused by the act or neglect of a fellow- 
workman under the doctrine of common employment. The 
Workmen’s Compensation Act, 1897, introduced a new principle 
into English law. It made the employer responsible for injuries 
to a workman by accident arising out of and in the employment, 
without question as to things done or left undone by the employer 
or by any other workman. The sole exception was when the 
injury arose from the serious and wilful misconduct of the sufferer 
himself. The effect of this was to import into the contract for 
employment an implied contract for insurance by the employer 
against accidents so arising, whether or not he would have had 
any responsibility for it under the previous law. 

The contract for employment being thus combined by 
statute with a contract for insurance, it soon became evident 
that it had the feature of uncertainty against which contracts of 
insurance have to provide, and the employers sought to equalise 
their risks. For this purpose they entered into contracts of 
re-insurance with insurance companies. The premium which 
the employer had to pay to the company was dealt with as one 
of the expenses of management incidental to the industry. If 
this plan were universally adopted, the employers’ liability would 
simply increase to that extent those expenses, and would probably 
give rise in the long run to an increase of the cost to the consumer. 
If that came to be impracticable, for the consumer has the last 
word, and can easily avoid payment by dispensing with the thing 
produced, the wages of the employed persons would have to be 
reconsidered. In a free market it matters little, and not for long, 
what the legislature may say as to who is to pay, as the rights of 
all parties will adjust themselves in time. 

Unlike his treatise on Unemployment, Mr. Cohen’s present 
work is a small one, and seeks to deal with a large subject in not 
more than 232 pages. That his readers may understand how 
large the subject is, he has furnished a list of the countries which 
have adopted Workmen’s Compensation laws, including nearly 
every country in Europe, and forty-two of the forty-eight United 
States of America. He tells us that the fifteen million employed 
persons who have the benefit of the Act in Great Britain are liable 
to 400,000 accidents in a year, of which something under one per 
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cent. are fatal, and that the resulting charge upon the employers 
is £9,000,000 a year. 

One beneficial result of the acceptance of the new principle 
of insurance into contracts of employment is that it becomes the 
interest of the employer and of the insurance companies who 
represent him to diminish, as far as possible, the number of 
accidents and the liability to compensation which results from 
them, by doing all they can to prevent accidents. Mr. Cohen 
describes at length and warmly commends the “Safety First ”’ 
movement. It seeks to educate the workmen to be careful and 
the employer to exercise such forethought in the construction 
and management of his works and the conditions under which 
the employed carry on their labour, as will minimise the risk of 
accident. It claims to have been successful in diminishing the 
number of accidents to a considerable extent in the works of those 
firms which have joined in it. 

The intervention of four years of war has caused some difficulty 
in measuring statistically the reduction (if any)) that has taken 
place in the number of accidents. Mr. Cohen gives two tables 
(pp. 17, 181) in which statements are made for seven groups of 
trades. So far as can be deduced from these (and they obviously 
require some correction) the number has not increased; but the 
successive Acts of Parliament which have added to the benefits 
of the workmen have considerably increased the cost. The 
Legislature has entered upon a dangerous course in attempting 
to regulate wages, and the time cannot now be far distant when 
it will learn that it is not within its powers to do so. It is strange 
to see the legislative blunders of the fourteenth century reproduced 
in the twentieth. 

The Employers’ Liability Acts have the merit of recognising 
that there are employers who enter into arrangements with those 
they employ that are more advantageous to the workman than 
the benefits desirable by him under the Acts. Where that is 
proved to the satisfaction of the Registrar of Friendly Societies, 
contracting out of the Acts is permitted. 

Mr. Cohen has some criticisms of the Acts to offer and reforms 
to advocate. One of them is the establishment of a State 
Insurance Fund for Workmen’s Compensation; but he admits 
that it has not yet received much public support in Great Britain. 
We think that recent experience is against it. His work is a 
handy book, full of useful information, concisely and clearly stated. 

KE. BRABROOK 
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The Ministry of Health and the Poor Law. By Sir Witt1am 
Cuance, Bt. (London: King. 1923. 1s.) 


THis pamphlet is a comment on the section on the Poor 
Law in the last report of the Ministry of Health, emphasising all 
the passages therein which appear to the writer to indicate a 
return to “sound” principles. Neither the exceptionally large 
amount of distress just now entirely unconnected with personal 
fault, nor the recent war service of a large proportion of the 
present “‘ pauper” population, appears to have modified his 
faith that the mutual responsibility of the members of our com- 
munity for each other’s support in need was finally defined in 
1601 and endorsed in 1834. There is no sign that the writer 
is aware, as all those intimate with their less fortunate neigh- 
bours in industrial districts must be aware, how very much 
suffering, sickness, and mortality is being prevented at present 
by relaxation in the old policy of a deterrent Poor Law. This is 
likely to lessen his influence in counteracting the tendency shown 
in some areas to undiscriminating lavishness of administration. 

ANNE ASHLEY 


Kréfie, Ziele und Gestaltungen in der deutschen Industriewirtschaft. 
(Active forces, aims and forms in modern German industries.) 
By HERBERT von BECKERATH, Professor in the University 
of Tiibingen. (Jena: Fischer. 1922. 8lpp. 8vo.) 


In pre-war times there were in Germany a great number of 
cartels and a much smaller number of industrial concerns. 
During the war the necessity of securing the existence of the 
nation compelled the Government to control private enterprises 
throughout the country. After the Great War this centralism 
was maintained, owing to the scarcity of materials, the difficulties 
of transportation and commerce, and to the lack of means of 
making payments abroad. Finally, this rigid system proved to 
be a failure owing to the impossibility of judging from a central 
office all economic wants and of governing from it a modern 
industrial and commercial commonwealth in an adequate manner. 

So at last private business proved once more to be the most 
reliable organiser of industrial life. Only business men possess 
the necessary knowledge and technical skill and can make the 
heavy effort required to co-ordinate economic forces and to 
restore broken international relations; and the concerns proved 
able to achieve this. Cartels are in a position to stabilise economic 
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conditions, but concerns may, under the direction of open- 
minded, clever and bold personalities, create the new economic 
power required. They have indeed attempted and effected the 
restoration of the private economic life in German industries, 
in commerce and in banking. 

Professor H. v. Beckerath, having set forth this evolution, 
turns to the examination of three problems, which are a con- 
sequence of the actual situation—namely, the questions, whether 
German business life will always find the highly capable men 
necessary for running such organisations, and how their economic 
and social strength might react on the relations between employers 
and workmen and on foreign policy. In these respects economic 
problems will surely prove once more to be moral ones. So, 
much good as well as much evil per se are likely to arise from the 
evolution that is leading Germany towards the development 
of trusts. But it seems highly probable that in Western civil- 
isation foreign policy will be conducted under the growing 
influence or even direction of big business men. 

KE. Sch WIEDLAND 


The Continental System : an Economic Interpretation. By Eui F. 
HecKSHER, Ph.D. Edited by Harotp WeEsTERGRAD. 
(Oxford, 1922.) 


Tuts volume, issued by the Carnegie Endowment for Inter- 
national Peace, consists of a translation, with emendations and 
additions, of a Festschrift, “written very rapidly during the 
winter of 1917-18.’ Dr. Hecksher explains that in that time 
of semi-blockade facilities for research were limited, and that 
the subject could not ‘‘ be treated in a purely objective manner.” 
The subjective element and topical allusions are indeed rather 
prominent, but the analogies to the World War are suggestively 
stated in the final section. 

The work opens with an interesting survey of the antecedents 
of the Continental System. We may note here that the French 
naval historian,! de la Ronciére, has compared the efforts of 
Philippe le Bel to isolate England, about the year 1297, with the 
grandiose scheme of 1806-1812. Philip II of Spain, with more 
prudence and patience, might have compassed success in 1587- 
1588; and Louis XIV in 1701-2 had formidable advantages. 
But in those periods the industries and commerce of nations 
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were not sufficiently interdependent to admit of an economic 
pressure so drastic as that which Napoleon could apply to the 
hated islanders after Jena. That he felt confident of success 
is proved by his re-issue of the ‘“‘ invasion medal ”’ of 1804, with 
the line of Virgil as legend— 

** Et penitus toto divisos orbe Britannos.” 


The fundamental notion underlying all blockades is that of 
siege. They are essentially acts of war, and are therefore not 
to be judged by the axioms which apply to peaceful intercourse. 
But, as neutrals strive to carry on such intercourse, there arise 
countless difficulties, which hinder the belligerent Sea Power 
from applying its siege methods remorselessly, and of which the 
Land (or besieged) Power will naturally avail himself to the 
utmost in order to range neutrals on his side. Hence what is 
fundamentally an act of war is apt to be modified by diplomatic 
and economic considerations. At bottom it is expediency which 
decides the conduct of belligerents respecting neutral commerce. 
Thus, Catherine II of Russia, who founded the Armed Neutrality 
League of 1780 as a protest against British actions at sea, twice 
assured our ambassador that it was une Nullité armée;} and, 
when the annexation of the Crimea in 1783 gave her control 
of the Black Sea, she there enforced the maritime regulations, 
against the practice of which by Great Britain she had formerly 
protested. Readers of Mr. Page’s Life and Letters will also 
remember the complete change of maritime policy of the United 
States between the years 1916 and 1918. It is therefore unwise 
to stress the questions of principle involved in the Armed 
Neutralities of 1780 and 1800, and appealed to by Napoleon 
in his réle of champion of “ Freedom of the Seas.” His treat- 
ment of the Americans and Portuguese was not that of a modern 
Grotius. 

Dr. Hecksher shows how pre-mercantilist and mercantilist 
notions modified siege methods. Thus, the French Convention 
passed the drastic Navigation Act of September 1793, partly 
in order to ruin ‘ the isle of shopkeepers,” partly in order to 
stimulate French industries and commerce. Napoleon inherited 
the belief of the Jacobins that England could be ruined by 
cutting off her export trade, and that the measures calculated 
to strangle it would vivify that of France. But it is not quite 
accurate to state (p. 25) that the British Government led the 
way in the attacks on neutral commerce. It was the French 


1 Diaries .. of the Earl of Malmesbury, II. pp. 355, 359. 
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Convention which early in January 1793 denounced the com- 
mercial treaty of 1786 with England; which, on February 1, 
unanimously passed a declaration of war against Great Britain 
and Holland (the latter State being entirely pacific) and which, 
on March 1, prohibited the entry of British goods. The British 
measures came by way of retaliation. They were, of course, 
stringent; for the French aggression on our Ally, Holland, 
imparted to the struggle a commercial character; and our Allies 
in the First Coalition expected us to exert on France the maritime 
pressure which had been so effective in previous wars. Hence 
the commercial stipulations in the Anglo-Russian treaty of 
March 25, 1793, and in the ensuing treaties with our other 
Allies, the commercial clauses of which show that the prohibiting 
of neutral commerce with France was as much a Coalition as a 
British measure. 

Again, after the rupture of the Peace of Amiens in May 1803, 
the first important decisions taken were, Napoleon’s insistence 
that the Dutch must side with him, and his orders for the occupa- 
tion of Hanover by French troops. Before the end of the 
month Mortier’s columns were in Osnabruck; on June 14 they 
seized the port of Cuxhaven (belonging to Hamburg), and by 
the conventions of June 3 and July 5 Hanover was treated as 
conquered territory, though King George (quad Elector) had 
declared his neutrality. The French Revolutionists had 
respected that neutrality after the Peace of Basle (April 1795) ; 
but Napoleon brushed aside all scruples, his aim being to control 
the mouths of the Elbe, Weser and Ems. He had declared 
that step to be necessary in his very important letter of February 
23, 1798 (not cited here), in which he sketched the outline of 
an economic war with England. Dr. Hecksher’s treatment of 
this episode on pp. 81-2 is unsatisfactory. He first mentions 
the British measures of June 28 and July 26, establishing a 
blockade of that coast, and afterwards, without giving dates, 
refers to the French occupation of Hanover and Cuxhaven. 
True, he states that the former of the two British measures 
was a reply to it; but his narrative leaves the impression that 
at this point Great Britain was the aggressor, whereas it is clear 
that her blockade measures were a retort to Mortier’s actions 
which de-neutralised both Hanover and Hamburg. 

Dr. Heckscher admits (p. 106) that, in the first years of the 
Napoleonic War, Great Britain interfered little with neutral 
shipping. The results of her lenity were soon exposed in The 


Frauds of the Neutral Flags, finished by Sir James Stephen just 
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three days before Trafalgar. Great Britain’s fleets were winning 
the war; but the fruits of victory were being filched by the 
fleets of ‘‘ neutral”? merchantmen. The facts and figures here 
given (p. 103) show the large share taken by American merchant- 
men in this unfair traffic. Hence the Orders in Council of 
January—December 1807 which formed a retort both to Napoleon’s 
measures and to the devices of fraudulent neutrals. 

The most interesting and important parts of this volume 
are those which treat of the influence of mercantilist ideas on 
the policy of both antagonists. Miss Cunningham, in her mono- 
graph, British Credit in the Last Napoleonic War, had demon- 
strated the Emperor’s belief that by cutting off British exports 
he would ruin our credit and force a surrender. Dr. Hecksher 
amplifies this argument and criticises Mahan for not assigning 
enough importance to it. On British policy, however, the 
mercantilist theory seems to have exerted little influence in 
1803-6, in fact, not until Perceval became Chancellor of the 
Exchequer in March 1807. But it is surely an exaggeration to 
assert (p. 126) that the British Orders in Council of November 
1807 were, equally with Napoleon’s second Milan Decree 
(December 17, 1807), designed to destroy neutral commerce. 
The Orders, though obscure in form and irritating in effect, 
did not deliberately aim at crushing neutral commerce. They 
were somewhat clumsy safeguards against the frauds of neutrals 
and Napoleon’s system of European blockade; and (apart from 
our indefensible action against Denmark in the summer of 1807) 
the British Government was guilty of no actions comparable 
with Napoleon’s reiterated orders to seize all vessels coming 
from the United States after their Embargo Act of December 
22, 1807.1 

Unfortunately, this volume throws no new light on the most 
important event of all, the defection of Russia in and after 
December, 1810, which still awaits thorough examination. In 
the treatment of the crisis in England in 1810-12 more import- 
ance should be assigned to the Industrial Revolution as enabling 
her to undersell competitors, and thereby recover from the 
temporary collapse of 1811. Continental manufacturers after 
1807 were hampered by shortage of raw materials, but probably 
just as much by faulty methods. Mollien shows that French 
textile factories were more ornate but less efficient than those 
of England, and the machines, ‘“‘ mostly erected by wandering 


1 See Correspondance de Napoléon, Nos. 13753, 13764, 13810, 13843, 13992, 
14128, etc. 
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English mechanics,” were often imperfect.1_ This goes far to 
explain the severe crisis of 1811-12 in France (which Napoleon 
met by doles), and the utter collapse in 1814, which also befell 
the iron industry and for similar reasons. The contrast with 
the sound and buoyant industries of Great Britain is well pointed 
in Part IV. ch. iv. 

Dr. Hecksher criticises my statement (Napoleonic Studies, 
p. 218) that Napoleon allowed corn to go from France and Italy 
to England in time of scarcity for the purpose of weakening her 
financially. But his letters of July 28, 1809, July 16, 1810, and 
August 6, 1810, allowing exports of corn to England, warrant 
such an inference. His licence system was designed privately 
to facilitate exports, even to England, which would benefit 
French industry and finance. On May 29, 1810, he even pro- 
posed to make use of Dunkirk smugglers; for “ my aim is to 
favour the export of French products and the import of foreign 
coin.” In that year (when English wheat averaged 103 shillings 
the quarter) his permission to export corn to England probably 
rested on the assumption that that step would accentuate the 
already sharp drop in our exchange and bring about a financial 


collapse. 
J. HotuAND Ross 


History of the Later Roman Empire jrom the Death of Theodosius 
to the Death of Justinian, A.D. 395 to 565. By J. B. Bury, 
Regius Professor of Modern History in the University of 
Cambridge. (Macmillan and Co., 1923. Vol.I., pp. xxv+471; 
Vol. II., pp. ix-+ 494.) 


THE economic and financial history of the Eastern Roman 
Empire has been so insufficiently investigated, that a few years 
ago Professor Lujo Brentano wrote a little essay in order to 
show the interest and importance of the subject.2 But he, too, 
recognised its difficulties and the gap remained unfilled. Pro- 
fessor Bury now gives to zealots of economic history the elements 
of filling it as far as the fourth and fifth centuries are concerned. 
He sums up in a masterly fashion nearly everything we know about 
economic life, finance, commerce and population in the days of 
Arcadius, Anastasius and Justinian, and he adds to the informa- 
tion he gives a full bibliography which helps to develop and com- 
plete his information. The reader will do well not to limit himself 

1 Mollien, Mémoires, III. 290-2 (edit. of 1845). 


2 Die byzantinische Volkswirtschafl, a reprint from Schmoller’s Jakrbuch, 41 
Jahrgang, 1917. 
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to the chapters specially devoted to economics, such as: finance, 
compulsory social organisation, the financial policy of Anastasius 
(Vol. I.), commerce, Justinian’s administrative reforms (Vol. IT.); 
—for financial and economic information is scattered all through 
the two volumes, and even in more places than the otherwise 
full index of Vol. II. would indicate. As for the rest, it suffices 
to say that the work is fully up to what is expected from perhaps 
the foremost byzantinologist of the day, and the reviewer has 
been not a little gratified to find that Professor Bury endorses 
his conjectures as to the Byzantine budget and the population 


of Constantinople. 
A. ANDREADES 


Grundziige der Okonomischen Theorie. By Emit Leperer. 
(Tiibingen: J.C. B. Mohr. 1922. Pp. 184.) 


THE object of this work is to provide University students and 
‘‘ interested laymen ”’ with an objective exposition of what may 
be regarded as the accepted conclusions of economic theory. 
The author, who is a Professor at Heidelberg and editor of the 
Archiv fiir Sozialwissenschaft und Sozialpolik, seeks, not to explode 
the older doctrines, but to discover the latent wisdom which 
prevails in them. He extracts the essence of the economic 
controversies of the past. The general point of view is that 
taken by Dr. Schumpeter in his Dogmen- und Methodengeschichte. 
The fundamental principles of economics are so presented as to 
show that the conflicting theorists who have contributed to their 
elucidation are nearer to one another than they seem to imagine. 

Professor Lederer’s work shows the influence of a tradition 
in the academic teaching of economics, which still devotes con- 
siderable attention to the theoretical contribution made by Karl 
Marx. For instance, Marx’s attempt to reconcile the theory of 
Surplus Value with the actual tendency of profits (no matter 
what the organic composition of the capital) to be adjusted to a 
common rate of profit, is expounded at great length and defended 
against the dialectics of B6hm-Bawerk. In all no less than a 
third of this introduction to economic theory is assigned to an 
examination of the Labour theory of Value. The whole book is 
marked by strong Socialist feeling. Professor Lederer is careful 
to insist that his exposition assumes the existence of the Capitalist 
system, to which alone it applies. A characteristic of this system, 
to which Professor Lederer several times draws the attention of 
the students and the “ interested laymen,” is the power possessed 
by the few, in whose hands is concentrated the ownership of 
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the instruments of production, to extort labour from the many, 
whose economic slavery is in marked contrast to their legal 
liberty. 

Professor Lederer returns to this characteristic of the Capitalist 
system in his presentation of the marginal utility theory of 
Value. How can we reconcile with this theory of value the fact 
that the price of the final products contains, not only the “ costs ” 
of the factors, which have contributed to their production, but 
—and this is essential to the existence of the Capitalist system— 
a ‘surplus’ as well? A differential surplus can, of course, be 
obtained from new and more skilful combinations of the factors 
of production, but this is not enough for Professor Lederer. The 
surplus obtained by the entrepreneur (under the régime of 
unrestricted competition) is ultimately due to his being in a 
position to take advantage of the recurrent overcrowding of the 
labour market and the consequent competition of the workers 
to sell their labour power—their only hope, under the Capitalist 
system, of obtaining the means of subsistence. 

There are many small matters to which criticism might be 
directed, yet there is something not usually found in the ordinary 
introduction to Economics, in the carefully elaborated picture 
which Professor Lederer’s work exhibits, drawn, somewhat 
austerely perhaps, but yet in clear and bold lines. 

J. LEMBERGER 











NOTES AND MEMORANDA 


ProFessor BowLEY ON INDEX-NUMBERS 


Proressor BowLey’s review of my Making of Index-Numbers 
in the March number of this JouRNAL impels me to offer a few 
comments on those passages which seem to be adverse to my 
conclusions. 

In the first place, I take this opportunity to confess to the 
error he points out in computing the “upward bias” of the 
Statist index-number. The true figure is, as he states, 74 per 
cent. The correction had, in fact, already been made by me in 
my article in the Statist of April 7, where I explained how the 
error came about. 

I wish further to admit that the identity between the aggre- 
gative index-number and the arithmetic index-number with base 
year weighting “ might advantageously have been given greater 
prominence ” in my book, “ since it has been commonly supposed 
that the method of aggregates has some peculiar merit.” 

But, in view of his perception of this identity, it is a little 
puzzling to find Professor Bowley apparently losing sight of it 
in his review. At any rate, he expresses no approval of the fact 
that ‘‘ M. March’s distinction between an ‘ index monétaire,’ which 
measures such changes in the value of the unit of currency as 
may be produced by inflation, and an ‘ index budgétaire,’ which 
measures the change in the cost of an aggregate of goods, is 
rejected ” by me. 

Aside from the two points above noted, none of Professor 
Bowley’s adverse criticisms seem to me well founded. 

He devotes considerable space to a discussion of the Median ; 
but none of his comments seem to invalidate the conclusions, 
many of them tentative, on that subject reached in my book. I 
am quite ready, on due evidence, to modify those conclusions, 
just as I had already modified the conclusions on the same subject 
reached earlier in my “ Purchasing Power of Money.” 

On this subject Professor Bowley says: “ Professor Fisher 
does not seem to be aware . . . that when some of the observations 
are abnormally dispersed it [the Median] is less liable than other 
measurements to chance disturbance.” He has evidently over- 
looked my statement substantially to this effect on p. 262. 
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He also calls attention to a conclusion of Professor Edgeworth 
that the probable error of the Median is 5/4 of that of the Arith- 
metic Mean. I have looked up his reference to Professor Edge- 
worth’s reasoning on this subject in the Philosophical Magazine. 
If Professor Bowley means to use that reasoning to bolster 
up the Arithmetic Index-Number, he is making a mistaken 
application. An index-number differs from an average of target 
hits or surveyor’s measurements in several respects, but especially 
in that each price relative averaged is a ratio of two magnitudes 
which, therefore, may be compared in either of two directions. 
It is owing to this fact (that each magnitude entering in the average 
is a double-ended affair) that the arithmetic method of averaging, 
unlike the Median, tends to “ bias.””’ The 5/4 comparison for 
the probable error of these two averages is irrespective of this 
bias (as well as based on a system of weighting quite unrelated 
to that used in the comparisons in my book to which Professor 
Bowley is here referring). 

But this whole subject of the Median is of little importance ; 
for, with the advent of calculating machines, the one boast of 
the Median, quickness of calculation, has disappeared. The 
new index-number of 200 wholesale prices which I now publish 
weekly in the press is calculated (by the method indicated on 
p. 346 of my book) in less than a tenth of the time which would 
be required for the Median, and is far more accurate. 

Professor Bowley states that prices and quantities are, in 
general, negatively correlated. In this, I think, he is mistaken ; 
and he is certainly mistaken in ascribing the same opinion to me : 
“ Professor Fisher alludes to this relationship on p. 410.” But 
I am there alluding to a particular case (of agricultural crops), 
and on the next page I endeavour to show that the relationship 
is not general, that, while variations of supply make for the 
negative correlation, variations of demand work in the opposite 
direction. 

This conclusion—namely, that prices and quantities cannot, 
in general, be presumed to be correlated in one direction rather 
than the other, so as to create bias (in Laspeyre’s or Paasche’s 
formulze)—is not simply dependent on a priori considerations, 
but is confirmed by positive data. Nor are these data confined, 
as Professor Bowley seems to think, to the 36 commodities con- 
sidered throughout my book. The same absence or smallness 
of any such bias was found for the prices of 90 raw materials 
plotted on p. 232, and for the prices in the stock market plotted 
on p. 234. The bias was small even for Persons’ twelve crops 
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on pp. 236 and 238, despite the existence, in the latter case, 
of a negative correlation of 88 per cent. 

But my chief disappointment in Professor Bowley’s review was 
that he seems to miss the main point of my study. I never 
claimed that the “‘ ideal ’ index-number is actually correct within 
one part in 1000. After admitting that the ideal formula is, 
under certain circumstances, “a very good method,” Professor 
Bowley says : “ Professor Fisher’s claim, however, that it measures 
the quantity required correctly to one part in 1000 cannot be 
seriously sustained.” 

What I do claim to have demonstrated is something quite 
different, namely, that the “instrumental” error, i. e. that part 
of the total error which may be ascribed to any inaccuracy in 
the mathematical formula used, is, in the case of the ideal formula 
(and, in fact, in the case of a score of other formule as well), 
usually less than one part in 1000. The instrumental error, in 
the case of the Statist Index-Number using the simple arithmetic, 
is, in bias alone, at least the 7} per cent. above cited, while that 
of Palgrave’s formula applied to Swedish prices reaches 28 per 
cent. Just as some guns have a twist which tends to throw the 
shot to the right, and others an opposite twist, while still others 
are made capable of shooting straight, so index-numbers differ 
analogously. But, just as the best gun ever made will shoot wide 
of the mark if wrongly aimed, so index-numbers are subject to 
other errors than those inherent in the formula or instrument 
used. 

Whether or not Professor Bowley did miss this, my main point, 
his statements concerning it are certainly calculated to give the 
reader that impression. If, on the other hand, he did understand 
that my claim was limited to the instrumental error and yet 
contests that claim, he gives no good reason for his rejection. 
The almost absolute agreement of such widely distinct formule 
as 5323 and 353 (p. 223), under the extreme conditions of disper- 
sion of the commodities considered, to my mind, proves my claim 
conclusively. It is quite possible, however, that I have not myself 
understood the workings of Professor Bowley’s mind. 

Professor Bowley seems to cling to the common idea that one 
sort of index-number formula is suitable for one purpose and 
another for another purpose. 

Of course, the purpose affects the choice of the data to go 
into the formula. But the friendly challenge I issued two years 
ago to bring forward any clear case where the ideal formula is 
contraindicated as a correct measure of the average of the relatives 
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concerned has never been met. Professor Bowley comes the 
nearest of anyone to meeting it when he says: “ The quantities in 
the first period may be normal (as in the year 1913), in the second, 
abnormal (as in the year 1918); the symmetry is broken a priori. 
In comparing 1913 and 1918, the forward method may be more 
appropriate than the backward.” But a little reflection will show 
that a year is “normal” only relatively to a number of other 
years. Doubtless 1913 is a better common base than 1918 for 
a series of years when it is not worth while to compare each year 
directly with every other. But this is not the question here at 
issue. That question is one of comparing 1913 with 1918 only. 
Surely the “ abnormalities” of 1918 are as legitimately to be 
reckoned with in any 1913-18 comparison as the “ normalities ”’ 
of 1913. 

Professor Bowley cites another ingenious case of alleged 
asymmetry: ‘‘In considering the relative cost of living in 
England and France, from the point of view of an Englishman 
proposing to emigrate,” the Englishman’s budget, not the French- 
man’s, should be used. Most certainly. But an ideal measure 
would take account equally of the Englishman’s budget in England 
and the same Englishman’s budget in France. The ideal formula 
is still to be employed, but applied to the two budgets of the 
Englishman, one before emigrating to France and the other after. 

Even Professor Bowley, in spite of his ingenuity in trying 
to find asymmetrical cases, only goes so far as to express doubt. 
“Tt is a question, however, whether the [time reversal] test is 
universally valid.” 

As to the factor reversal test he is apparently still more dubious, 
but he again fails to supply a case. The test does not exclude 
the use of ‘‘ feeding-values.” In fact such index-numbers of 
food rations arranged with regard to calorific content as that 
of Raymond Pearl in the United States during the war are simple 
cases of indexes “ budgétaires”’ where Laspeyre’s, Paasche’s 
and the ideal formula coincide. 

If Professor Bowley has an instance actually used or usable 
which falls outside the scope of my book, I should be grateful 
to know of it. His case of measuring the average changes in 
the height, breadth and area of book pages is essentially my 
case of visiting cards, on p. 381, which, it seems to me, is very 
obviously an appropriate case for the use of the factor reversal test. 

However, from a practical point of view, as I have shown in 
the book, in the case of weighted index-numbers, conformity 
to the time reversal test alone is sufficient to insure substantial 
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accuracy; in fact, in general, except for simple index-numbers, 
perfect conformity to either test involves almost perfect conformity 
to the other. Consequently, Professor Bowley’s somewhat 
grudging admission as to the time reversal test—“ it has long 
been recognised that some mean between the two [index-numbers 
involved in reversing the time] should be taken ”—carries him 
a long way towards admitting all of my main conclusions. If 
his insistence that ‘‘ of the eleven index-numbers classed [by 
me] as ‘ superlative ’ (p. 247), only five satisfy both tests (p. 219) ” 
measures the seriousness of his doubts about the factor reversal 
test, there is not much left to quarrel about. For instance, 
Formula 1153, which satisfies the time reversal test, but not the 
factor reversal test, gives for 1917 as the index-number of prices 
161°70, while the same formula gives, as the index-number of 
quantities, 118°86. The product of these two factors fails to 
yield the true value ratio, 192°23, as required by the factor 
reversal test. Instead of this 192°23, their product is 192°19, a 
discrepancy of one-fifth of one per cent.! The greatest discre- 
pancy of any of the six formule here cited by Professor Bowley 
amounts to one per cent. 

As to the real scope and limitations of the conclusions of my 
book, I have tried to indicate them on p. 381. It is there shown 
that the conclusions do not apply perfectly to index-numbers of 
certain anthropometric measurements, for instance. In Appen- 
dix III, I have indicated also that a good average of ratios need 
not agree with a good ratio of averages, and have developed this 
distinction in two recent letters to the Statist, March 31 and April 7. 

But such broad limitations are quite different from the vague 
ideas current that somehow an arithmetic mean, say, is suitable 
for one index-number of prices while a geometric or aggregative 
is suitable for some other. 

In order to get out of index-numbers all there is in them, we 
must discard such biased formule as those used by the Statist 
and Economist, as the Board of Trade has done. We shall still 
have plenty of errors and perplexities, but they will not be matters 
of formule. 

It may well be that the scope of index-numbers covered by 
my book may be revised or better mapped out. But the fact 
remains that my challenge has not yet been met. It is true 
that many, like Professor Bowley, have suggested bizarre and 
outlandish fields yet uncovered. One critic would have had me 


But no one has yet come forward with a reasonable and prac- 
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tical index-number which could clearly be shown to lie outside 
the scope covered by the two reversal tests (excepting the widely 
different fields above mentioned and indicated in my book itself). 

While thanking Professor Bowley personally both for his 
favourable expressions and for his criticisms, I confess to a regret 
that he seems to hesitate to throw his strong influence whole- 
heartedly in the direction of what might be called index-number 
reform, so much needed to-day in the interests of statistical 
science. This would seem especially appropriate, as the ‘‘ ideal ”’ 
index-number which has been associated with my name should, as 
shown in my book, be more properly associated with his. 

Irvine FIsHER. 
Yale University. 


Professor Bowley writes with reference to the above: 

I regret that I had forgotten Professor Fisher’s discussion 
on the influence of extreme aberrations on the median. I think 
that he hardly yet admits that the median of a sample of any 
ordinary frequency group is subject to little more error of sampling 
than is the arithmetic average. In fact he appears to reject any 
connection of index-numbers with the theory of sampling. 

We should expect to find a negative correlation between 
changes in price and in consumption, at least in short periods, 
because when a commodity becomes relatively scarce its price 
rises. Where this is the case Paasche’s formula would give a 
lower reading than Laspeyres’. The difference is likely to be 
greater in the case of retail than of wholesale index-numbers ; 
in my Elements, p. 210, a case is given where Paasche’s index is 
202 and Laspeyres’ is 212. 

In the prefatory note by Mr. W. T. Foster, p. viii, it is implied 
that a means of measurement for determining contracts, etc., on 
the basis of index-numbers correct to one part in 800 has been 
found. Professor Fisher himself confines the statement to the 
‘instrumental ” error, but all he shows is that in one case a 
number of formule agree within this margin, and this in itself 
does not prove that any of them are correct. It is also important 
that a formula should neutralise errors in the weighting, and that 
it should represent adequately the particular phenomenon to 
be measured; I now realise that Professor Fisher does not imply 
that equal accuracy is necessarily obtained in this respect. 

My point about the factor-reversal test was that it had no 
theoretical justification; for this it is irrelevant to say that in 
fact index-numbers held to be good on other grounds satisfy it. 
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On the question whether the best formula for an index- 
number varies according to its purpose, it may be said that if 
one is measuring the influence of currency changes it can at 
least be argued that weighting is not relevant, and that Jevons 
was right in taking the unweighted geometric mean of the price- 
ratios; while the ‘‘ Ideal Index” may be the best for measuring 
the practical effect of price-changes. To other purposes for 
which index-numbers are used quite different formulae may be 
appropriate ; for instance, the change in average wages is expressed 
by (2n,wr x =n) + (=nw x En,), where r (the relative change in the 
wages of a group) is often known accurately, and the principle 
of permissible roughness in weights is used for the rougher 
estimates of w (initial wage) and n n, (the numbers employed at 
the two dates). 

Though I do not claim to be the first inventor of the “ Ideal 
Number,” since it may have been used before 1899, I fully agree 
that it satisfies the necessary conditions of price measurement 
when weighting is proper to the problem. The trouble is that 
we only infrequently have the data for double weighting, and it 
is therefore important to examine carefully the criticisms and 
tests applied to formulz in actual use. A. L. B. 


Ture Economic SITUATION IN JAPAN 
I. GENERAL REMARKS 


THE world war brought about drastic changes in the finance 
and economy of Japan. Before the war broke out she was 
struggling to discharge her ever-increasing external debts caused 
by heavy borrowings and a continuous excess of imports, 
phenomena inevitable, perhaps, for a new and enterprising 
nation. The war turned the tide in the opposite direction, 
causing an excess of exports. Not only was a considerable 
amount of her foreign liabilities paid off, but Japanese money 
was loaned to the countries which were formerly her creditors. 
A sudden boom visited every line of business; expansion and 
improvement were seen in every direction. It was during these 
days that the so-called narikin (nouveaux riches) made their 
appearance, and over-trading and over-speculation brought 
forth a reaction in due course. 

As the result of such mistaken policies, the country is now 
suffering from high cost of production, unfavourable balance of 
trade, increase of unemployment and other symptoms regrettable 
from the economic and social standpoint. The harm done does 
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not stop at the material losses; and unemployment and the 
difficulty of earning a livelihood are telling hard upon the 
mentality of the working class especially. Balancing the gain 
and loss reaped by Japan through the war, it is doubtful whether 
the material gain is substantial enough to cover the immaterial 
losses. 

II. Finance 

The Budget estimate for the current fiscal year (April 1923- 
March 1924) cannot yet be definitely stated. According to the 
preliminary estimates, the expenditure and revenue are to 
balance somewhere about 1,350,000,000 yen, the former being 
173,000,000 yen less than in the preceding fiscal year. As for 
the revenue, the profession taxes and the stamp duty are to be 
reduced, while the kerosene oil tax is to be repealed, causing 
a reduction of about 20,000,000 yen in revenue. The reform 
in income tax is to increase the receipts by 6,000,000 yen. The 
big items of new expenditure are— 

42,000,000 yen for debt redemption fund, 
9,000,000 ,, for irrigation subsidy, 
30,000,000 ,, for general education subsidy. 

Of recent years the National Debt has been increasing; but 
it seems to be the intention of the present Government to avoid 
by all means the undue increase of debt, and the limit of issue 
for the coming year is fixed at 160,000,000 yen. 

On the other side the necessity of more drastic curtailment, 
especially of army and navy expenditure, is publicly discussed, 
so as to release the surplus for a further lightening of the burden 
of taxation and for social improvements. 

Local taxation has steadily increased of late, and the burden 
is becoming almost unbearable. In consequence, the cry of 
reforming the local finance simultaneously with the national is 
growing louder. 

III. CURRENCY AND PRICES 











Year. Month. Note Circulation : yen. Pr oy for 
1914 Dec. 385,000,000 1191 

1915 pa 430,000,000 141 

1916 : 601,000,000 172 

1917 es 831,000,000 216 

1918 3 1,144,000,000 27 

1919 1,555,000,000 381 

1920 a 1,439,000,000 271 

1921 es 1,546,000,000 276 














1 The index for 1900 fixed at 100. 
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As the Government is empowered to issue gold and subsidiary 
coins, and as the colonial banks, such as the Banks of Korea and 
Formosa, are authorised to issue notes besides the Bank of 
Japan, the total circulation cannot be accurately judged by 
considering solely that of the central bank. Yet as the main 
bulk of the circulation is covered by the notes of the Bank of 
Japan, the general aspect can be surveyed by the figures given 
above. 

Views are widely divided on the point whether the increase 
of the note circulation is the cause or effect of high prices. In- 
flationists naturally assign the increase of the note issue to the 
expansion of business, and try to take away the responsibility 
of higher prices from the note issue, laying more stress on lessened 
production and increased consumption. Those who take the 
opposite view urge the necessity of decreasing the note issue by 
all possible means. Both parties, however, agree upon the need 
of less expenditure both by the Government and by the public, 
especially for unproductive purposes. The need is more keenly 
felt in the face of the strikingly high prices still prevailing in 
Japan compared with elsewhere. 


IV. LasourR AND WAGES 


As the rise of wages did not keep pace with that of the prices, 
the working classes and other people living on fixed incomes had 
to suffer. It is true that the following average index-numbers 
of wages in Tokyo for forty kinds of labour show a substantial 
rise : 


June 1914 . . . . 100 Bee. 0007. . slcs 2 
Dec. 1914 . . . . 10631 » EOES . . «. . 26684 
~ SOS. « =» » Se 5, BOIO . . « « B2ORST 
, 1916 . . . . 12007 4, 1920. . . . 288-08 


However, when compared with the price index of the pre- 
ceding table, the discrepancy is easily discernible. No wonder 
then that demands for increased wages sprang up in many 
industries, and the failure to secure satisfactory settlements 
ended in strikes and lock-outs, much more frequently in the 
boom, decreasing with the approach of the reaction. 

As regards labour problems generally, there is much room 
for improvement. According to the latest calculation there 
are over 1,500,000 hands (of which 854,000 are females) employed, 
exclusive of factories of which the employees are less than ten. As 
small factories far outnumber the larger, and domestic industry 
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still plays an important part, the inclusion of smaller firms 
would swell the total enormously. Regardless of this situation, 
trade unions and other combinations of labour are not legally 
recognised, and as a consequence labour problems in Japan tend 
not to be discussed in a public way and to be driven further 
and further from Parliamentary methods. As a proof of this 
tendency, the case of the Yuai-Kai (Friendly Association) may 
be mentioned. It was the only institution of the kind, and was 
at first merely a small gathering of labourers. But gradually 
it grew in numbers, and was followed by similar bodies, until 
at last the number rose to 273 associations with 110,688 members, 
in July 1921. The objects and aspirations of its founders were 
limited to the general welfare and mutual aid of the associates. 
But as it grew in membership and influence, its sphere of action 
was extended and showed activity in looking after the interests 
of those both in and out of the association, especially in the case of 
strikes, and other combinations against capitalists. The change 
did not stop here, influence being gradually assumed by 
new bodies whose objects were of a more radical and extreme 
character. Bad times, unemployment, and especially the 
difficulty of earning a livelihood as the result of high prices, are 
making things worse, and even the secret hand of Bolshevism is 
reported to be spreading across the narrow sea which separates 
Japan from Siberia. Alarmed by such a state of things and 
stirred by the necessity of affording proper treatment to labour 
organisations, the attitude of the Government is expected to 
incline towards more liberal and enlightened views, for which 
the author has been working hard for nearly thirty years. There 
is a rumour circulated that the Factory Act, which is far from 
being complete, is to be improved, extending its sphere of appli- 
cation (at present limited to those employing more than fifteen 
hands), shortening the hour for juveniles, placing limitation on 
night work of juvenile and female workers, ete. Also the Trade 
Union Act is said to be under contemplation for presentation to 
the Diet. If these rumours become a reality, it will mark an 
epoch in the social legislation of Japan. 


V. TRADE AND SHIPPING 


The excess of exports over imports rose to an enormous 
amount after the outbreak of the war, in contrast to the con- 
tinuous unfavourable balance in preceding years, till the tide 
was reversed after the return of peace. Let the following figures 


prove the change. 
No. 130.—voL. XXXIII. s 
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Excess of 

Year. Exports. Imports. Exports or 
Imports ( — ). 

F. F. i$ 

1910 458,428,996 464,233,808 — 5,804,812 
1911 447,433,888 513,805,705 — 66,371,817 
1912 526,981,842 618,992,277 — 92,010,435 
1913 632,460,213 729,431,644 — 96,971,431 
1914 591,101,461 595,735,725 = 4,634,264 
1915 708,306,997 532,449,938 175,857,059 
1916 1,127,468,118 756,427,910 371,040,208 
1917 1,603,005,048 1,035,811,107 567,193,941 
1918 1,962,100,668 1,668,143,833 293,956,835 
1919 2,098,872,617 2,173,459,880 — 74,587,263 
1920 1,948,394,611 2,336,174,781 — 387,780,170 
1921 1,252,837,715 1,614,154,832 — 361,317,117 


1922 (up to Oct.) 


1,478,202,000 


1,745,728,000 


267,526,000 

















If it were not for the big export of silk, the balance would 
have been far more unfavourable, the exportation of silk ranging 
between 600,000,000 and 400,000,000 yen during 1919 and 1921. 

The effect of the change in the foreign trade was felt most heavily 
by shipping. The tonnage of our shipping rose from 1,577,000 
in 1914 to 3,168,000 in 1921, and big profits were reaped by 
shipping companies. But at present most of them are placed 
under difficulties as the result of lesser traffic and greater external 
competition. 


VI. InpDustTRY 


Industrial expansion since 1914 has been far more striking 
than in the case of trade. Commercial goods hitherto supplied 
by Europe and America were to be made at home in conjunction 
to the extra brisk demand from the external market. Hence 
the sudden increase of factories and hands employed in them. 


FACTORIES AND EMPLOYEES 











Workers. 
Year. Factories. Total. 
Regular. Casual. 
1914 17,062 853,964 57,489 911,453 
1915 16,809 910,799 50,851 961,650 
1916 19,299 1,095,301 62,239 1,157,540 
1917 20,966 1,280,964 75,551 1,356,515 
1918 22,391 1,409,196 95,565 1,504,761 
1919 23,831 1,390,942 83,339 1,474,281 
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Profits reaped by industrial corporations were beyond imagina- 
tion, and some were able annually to pay over 80 per cent. 
dividend, resulting in an exorbitant rise in the prices of their 
shares. Workers were attracted with the promise of higher 
wages and better treatment from other factories. Even then 
the demand for labour not being satisfied to the full extent, 
fresh hands were drawn from, rural districts. It was indeed a 
high time for those connected with industrial undertakings. 

But with the turn of the tide, conspicuously from the early 
part of 1919 onwards, the whole aspect was altered, leading to 
the shrinkage of business for the more favourably situated, and 
a total collapse for those placed unfavourably. For instance, 
the amount of capital for fresh enterprises, which rose at one 
time to 3,700,000,000 yen, fell to 1,300,000 yen in 1922, and the 
capital of companies wound up was over 800,000,000 yen in 
1921, and might reach to the same amount in 1922. In such 
a state of things it is natural that the number of unemployed 
should increase; and of those discharged, some changed their 
vocation and many were driven back to rural districts. Still 
the problem of unemployment is far from being completely 
solved, and the suffering is most keenly felt among workers in 
shipbuilding as the result of the sudden depression in shipping 
business and of the discharge of hands from the Naval yards, 
necessitated by the Naval limitation settled at the Washington 
Conference, which Japan is determined to carry out faithfully, 
whatever the attitude of other nations may be. 


VII. AGRICULTURE 


The effect of the war was somewhat slight on agriculture, 
when compared with that of trade and industry. Of course the 
general buoyancy did not leave agriculturalists untouched, and 
especially the rise in the price of rice benefited them. But it must 
be remembered that this benefit faded away before the rise of 
price of every other commodity used by them, as well as through 
higher wages to be paid to agricultural labourers, who in places 
near industrial centres were desperately difficult to secure, as 
they were attracted to factories, by better wages and shorter 
hours of work. Moreover, the relation of landlord and tenant 
is not what it used to be. The two parties had been united for 
ages not on pure business principles, but by traditional ties of 
custom and harmonious spirit; the rent, for instance, being 
fixed by an equal sharing of the crop between the landowner 


and the tiller of the soil. As industry and commerce made 
$2 
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progress, lands fell into the hands of absentees, and came to be 
let out by competition. Tenants themselves were impressed 
with the advantage of making claims by combined force, follow- 
ing the example placed before them by factory workers in strikes 
and walk-outs. In some districts, as the result of the conflict 
of the two factors, land is lying idle, and the matter is assuming 
a most serious aspect, not only for the agrarian population but 
for the nation at large, as Japan is already suffering severely 
from the shortage of food supply. With a view to remedying 
matters, there is talk of passing a law on tenancy. But 
whether the problem could be solved by mere legislative means 
seems rather doubtful. 


VIII. PoruLation 


The fundamental problem which faces Japan is the steady 
and rapid increase of her population, while her total area is so 
limited, as is shown below, and her own food supply does not 
keep pace with the increase of population. 


PoPULATION FOR OCTOBER 1920 


























- Male 

Male. Female. Total. 1 bs ri, | Per 100 

Q-7- | females. 
Whole Empire 38,922,437 | 38,083,073 | 77,007,423 1,750-9 102-2 
Japan ... ... | 28,042,995 | 27,918,145 | 55,963,053 4 2,238-8 100-4 
Formosa aes 1,894,141 1,760,257 3,654,398 1,566-9 107-6 
Saghalien sr 62,241 43,524 105,765 45-2 143-0 
Korea ... --- | 8,923,060 | 8,361,147 | 17,284,207 1,207-6 106-7 
Those living abroad are a little over 600,000. One ri = 2-4403 miles. 


1 Estimate for 1922 of Japan, 57,656,000. 


Rice being the chief food, in case of failure of the crops, Japan 
must import a big amount (in 1918 over one-tenth of the home 
supply) from abroad. Not only for her food, but for cotton, 
wool, timber and other articles of daily necessity she must rely 
on external supply. Remedial steps such as emigration are 
denied to her on almost every side, artificial restriction on birth 
is beset with difficulties and harm, and of course territorial 
expansion is inadmissible, as she means to be faithful to her 
pledge of non-aggression and international peace. The only 
means left is, therefore, to support her population by further 
extension of manufacturing industry, in other words, by exporting 
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INCREASE IN POPULATION AND OvTpuT OF PRINCIPAL 
Foopsturrs (Japan Proper) 














Rice 
Output. Change since 1909. 
Year Population Area under Output 
. P Cultivation, p uses —_ put. 
’ er opula-| under 

‘Total, Capita. ] tion, | Cultiva- Per 
tion, Total, Capita. 
Cho. Roku, Koku, Cho, Koku, | Koku, 


1909 | 50,011,700 | 2,938,074 | 52,437,662 | 1-05 | 100 | 100 100 | 100 
1910 | 50,716,600 | 2,949,440 | 46,633,376 -92 | 101 100 89 87 
1911 | 51,435,400 | 2,973,009 | 51,712,433 | 1-01 103 101 99 96 
1912 | 52,167,000 | 3,003,053 | 50,222,509 ‘96 | 104 102 96 91 
1913 | 52,398,000 | 3,029,705 | 50,255,267 96 | 105 | 103 96 91 
1914 | 53,668,600 | 3,033,368 | 57,006,541 | 1-08 | 107 103 109 | 102 


























1915 | 54,448,200 | 3,056,567 | 55,924,590 | 1-03 109 104 107 98 
1916 | 55,235,000 | 3,071,165 | 58,442,386 | 1-06 110 105 111 101 
1917 | 56,035,100 | 3,083,782 | 54,568,067 “97 112 105 104 92 


Wheat, Rye and Barley 


71,886 | 21,518,016 +43 100 100 100 | 100 
71,655 | 20,611,245 “41 101 100 91 95 
65,177 | 21,904,106 -43 | 103 99 102 100 
74,491 | 22,870,321 “44 7 104 100 106 102 


1909 | 50,011,700 | 1 
1910 | 50,716,600 | 1 
1911 | 51,435,400 | 1 

1912 | 52,167,000 | 1 

1913 | 52,398,000 | 1,828,429 | 25,050,454 48 § 105 | 103 116 | 111 
1914 | 53,668,600 | 1,822,305 | 21,244,351 -40 | 107 103 94 93 
1915 | 54,448,200 | 1,811,829 | 23,781,385 -44 | 109 | 102 111 102 
1916 | 55,235,000 | 1,786,684 | 23,339,225 42 7 110 | 101 108 97 
1917 | 56,035,100 | 1,746,927 | 24,153,421 43 7 112 99 112 | 100 
1918 | 56,854,300 | 1,734,786 | 22,577,271 -40 | 114 98 105 93 





























Cho = 2-45 acres. Koku = 4-96 bushels. 


manufactured goods and thereby paying for the importation 
of raw materials and foodstuffs as well as other necessaries. 
This inevitably places her in a special economic relation to the 
Asiatic continent, where she can find a wide market for her 
manufactured goods, and at the same time unlimited supply of 
raw materials, food, etc. 


IX. Cuinese RELATIONS 


It must be deeply regretted that the hopeful expectation of 
the author about Chino-Japanese relations stated in the previous 
report (Economic JoURNAL, September 1916) has been some- 
what disappointed. There was surely a sign for the better at that 
time. But as a result of the unrestricted activity of mischief- 
makers and propagandists, the relations of the two nations 
became far from satisfactory. To be fair, it must be said 
that Japan also is not quite blameless. The attitude of the 
Japanese Government changed too often. The Okuma Cabinet 
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was understood to be friendly towards southern China, and the 
Terauchi towards the northern, while the Hara Ministry pro- 
fessed absolute non-interference, being followed in the same line 
by the present Government. 

It must be admitted that there is some excuse for such changes. 
Nothing could be done in China without a strong central govern- 
ment, powerful enough to keep order at home, and to free her 
from external influences which are apt to be made use of by one 
party or the other at the expense of the real and lasting interest 
of the country and the people. 

The Laotung Peninsula was given away to Russia, then 
Shangtung to Germany, without any substantial opposition, to 
the disgrace of her prestige and with untold menace to all 
the Far Eastern countries, especially to Japan. For self-defence 
Japan stood up, and drove out Russia even at the peril of her 
own existence. The expulsion of Germany from Tsing Tau is too 
fresh a story to be narrated in detail. If China errs internally 
or externally, the damage falls directly on Japan. 

It is clear then that Japan had to come to her assistance and 
give support to whosoever looked likely to be able to govern her 
well, aiming always at a strong and unified China, and at the 
welfare and progress of the teeming population of over 400,000,000. 
The steps taken in the past by Japan may have been blame- 
worthy, but her sole intention has been for her self-defence and 
the lasting interest of China. 

Of course nothing could be done without money, and during 
the Great War, when other nations were unable to give China 
financial help, Japan loaned her big sums, for which Japan is 
now censured, and not a cent is paid either as principal or interest. 
Still Japan never lost her patience, and was guided always by a 
spirit of conciliation, as is proved by her attitude in the Paris 
and Washington Conferences, as well as in other negotiations 
with China. When the passing of the resolution in the 
Chinese Parliament concerning the annulment of the treaty 
about Liantung became known in November 1922, no one 
took it seriously, as it was too much contrary to any sense 
of justice and the rules of international morality. We trust that 
better and sounder counsels will prevail in the end in China, 
thereby bringing the two nations into better understanding and 
friendly co-operation, not only to their mutual benefit, but for 
the peace and progress of the Orient. 

JUICHI SOYEDA 
Kudan, Tokyo. 








UNE 


the 
pro- 
line 


ges. 
ern- 


her 
one 
rest 


hen 
, to 

all 
nce 
her 
too 
ally 


und 
her 
the 
100. 
ne- 
ind 


ing 
ina 
. is 
st. 
ya 
iris 
ons 
the 
ity 
ne 
se 
at 
1a, 
nd 
for 





1923] NEW CONSTITUTION FOR SPANISH BANKS 261 


Note-——The adoption of the wide-gauge railway system, 
mentioned in the previous report (Economic JouRNAL, September 
1916), ended in failure, although the author strove hard for it as 
the head of the Department of Railways. The same fate awaited 
the two commissions, one for economic measures and the other 
for the iron industry. 


Tokyo, December 7, 1922. 





A NEw CONSTITUTION FOR THE SPANISH NATIONAL BANKS 


I. Introductory 


A GREAT reform has been accomplished not by a law ad hoc, 
but by utilising the law for confirming and prolonging the privilege 
of issue to the Bank of Spain. The Spanish national private 
banks developed themselves in particularly close connection 
with the Bank of issue. There is not yet a proper market rate 
of discount, the Bank of issue rate being the only discount market 
in Spain. The private Banks generally limit themselves to 
the redistribution of credit and capital obtained from the 
Bank of Spain, or in more precise and classical words: “ The 
market is at the Bank; the Bank never goes into the 
market.” 

Another Spanish feature is the dominant position which our 
Treasury has in the markets of capital, where it is able to borrow 
cheaper than industrial and commercial people. The law relating 
to the Bank of issue secures for the Government an influence in 
the Spanish Economy as a whole, the Government having at the 
head of the Bank a representative named the Governor. It is 
further to be taken into consideration that the Spanish National 
Economy enjoys great independence as compared with foreign 
Economies, not only on account of the custom laws, but also 
because of the smallness of the national market as a buyer, and 
the limited extent of railways not sufficient for the movement 
of a large trade. Under such circumstances, and in spite of them, 
the national Banks, which were improving slowly before the 
war, progressed rapidly during and after the war in several 
respects. 

(a) The Spanish Banks grouped themselves into three Banking 
Associations, those called Centrum, North and Catdlana (their 
respective central seats being Madrid, Bilbao and Barcelona). 
There was a certain solidarity among the bankers belonging to 
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these Associations and they dealt with matters of common interest. 
(b) The war compelled them to build up a Syndicate, which is 
still alive, to lend to France. (c) The Associations won from the 
Bank of issue a differential treatment such that the discount 
rate applied to them was lower than the official rate. (d) Great 
technical improvements are to be remarked, particularly in the 
much-developed business of placing securities, as well as in the 
increasing control the Banks have obtained through financing 
many of the best Spanish industries. (e) An expansive and 
concentrating development began to take place in three different 
forms: (1) the Banks group known as Urquijo Banks (to found 
a new Urquijo Bank, local capital and personal prestige are 
attracted and a regional autonomy is given to the new Bank); 
(2) the so-called Banco Central, a till now successful attempt 
to found in Madrid one Bank getting the subscription of its 
capital from local Banks who retain their independence, the 
Banco Central nevertheless building his own filials in the country ; 
(3) the well-known expansion by foundation of an increasing 
number of county filials, or by taking up local Banks, followed 
chiefly by the Banco Hispano Americano, Banco de Bilbao (a 
filial also in London), Banco Espafiol de Crédito, among others. 
There is still a heavy task before the Spanish Banks. The 
attempt to apply equal terms to equal operations (conditions, 
Kartells) is in its infancy. The amalgamations are but beginning, 
and there is no doubt that out of over 150 Banks, now enjoying 
an independent life in Spain, two or three dozen of the most 
efficient would be sufficient for the country. 


II. The Reform (Law of December, 1921). 


The central purposes of the reform are as follows : 


(a) New political and economic constitution of private Banks.— 
A Council is instituted, named the High Banking Council, which 
will organise the reform. This Council is composed of three 
different sort of representatives, viz: (a) Six persons representing 
the Banks, elected by the Banks themselves at their three zones 
(also six other persons as substitutes); (b) the first Vice-Governor 
at the Bank of issue as representative from the Bank of Spain, and 
(c) a representative from the Chambers of Commerce. Over this 
body, as President, is sitting a representative of the Government, 
called the Royal Commissioner for Private Banks, among whose 
powers is the veto. The High Banking Council had to appoint, 
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and already have appointed, three representatives of their own at 
the Council of the Bank of issue. 

Every Spanish Bank is invited to come voluntarily under the 
Royal Commissioner into a Banking Community. A register 
of these Banks is in existence, the Banks registered being to-day 
in number 103: their capital reaching the figure of over 1,020 
million pesetas. Foreign Banks are not admitted in the Register. 
The Council pay their own expenses, each inscribed Bank being 
obliged to pay a fee between 3 and } pro thousand of its capital 
and reserves. 

The Council may require any Bank to be inspected. The 
inspection is carried through by the Bank of Spain, which has 
to report to the Council. 

(8) Consolidation as statutory law of the relations between the 
Banks and the Bank of Spain and the Government.—The allowance 
hitherto obtained voluntarily by the registered Banks from the 
Bank of issue is now reinforced by law. It is fixed at one cent 
when the Bank rate is 5 per cent. or more than 5 per cent. If the 
rate falls under 5 per cent. the allowance is one-fifth of the Bank 
rate. Unregistered Banks are excluded from this allowance. To 
help indirectly this régime, the Government takes a share of the 
greater income made by the Bank of issue out of discounts 
affected otherwise than with registered Banks. This share is two- 
thirds of the difference between Bank rate and exceptional rate 
allowed to registered Banks. Further exceptional terms are by 
statute allowed by the Bank to the registered Banks in respect to 
loans covered by securities under certain circumstances. 

(y) Improvements of the Banking conditions—No Clearing 
Houses existed in Spain, no banking statistics, no reporting organ 
to the Government on credit and currency questions. The new 
law aims at improvement in these respects. In order to call into 
life the Clearing Houses the Spanish Government allows to the 
registered Banks some exceptions and special terms in the stamp 
duty (crossed cheques, domiciliations). The terms will be the 
subject of a contract with the Treasury, already under negotiation. 
The Council is invested with the duty of publishing the statistics 
of Banks, and last, but not least, the Council will be a reporting 
organ to the Government on currency and credit. 

(6) New Banking Rules—The High Banking Council is 
(1) obliged to give directly to the registered Banks new banking 
rules, and (2) may present to the Government proposals of 
rules respecting every Bank working in Spain. The most 
important object under the first head is to fix the minimum 
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capital a Bank must possess to be registered. (The Council has 
already fulfilled this task, and the minimum capital is one million 
pesetas for a Bank established in places known in Spain as 
‘‘ banking places,” or, what is the same, where the Bank of issue 
has settled, establishing a filial; and 500,000 pesetas in not 
banking places. Another obligatory rule now under consideration 
is to be promulgated, fixing the maximal interests for the 
‘“‘ passive’? banking business current accounts, deposits, etc.). 
Furthermore, the ratio is to be fixed between liabilities on demand 
and the realisable assets (liquidity of Banks). 

There is an important task, already fulfilled, of which the 
interest extends beyond the registered Banks, namely, the scheme 
of balance sheet in which any Bank in Spain must express every 
quarter its situation. The scheme proposed by the Council, 
and approved by the Government on the 24th September last, 
is shown below. 


ASSETS. 
I. Cash AND BANKS: 


Cash on hand and at the Bank of Spain. 
Foreign currency (real value). 
Cash at other Banks. 


II. PoRTEFEUILLE: 


Bills and commercial papers due not longer than 90 days. 
Id. id. longer than 90 days. 

Securities : 
Public securities. 
Other securities. 


III. Crepits: 


Loans covered by special warrantee. 
Several debtors at sight. 
Id. at term (time loans). 
Id. in foreign currency (real value). 


IV. PREMISES AND REAL Estate. 
V. FURNITURE. 
VI. SHAREHOLDERS (liability on uncalled capital). 
VII. Own SHARES ON PORTEFEUILLE. 
VIII. Any other asset that Banks judge convenient to express. 
TOTAL. 
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LIABILITIES. 
I. CaprraL, 
II. Reserve Funps. 
III. Crepirors: 
At sight. 
At no longer than 30 days. 
At longer than 30 days. 
Creditors for foreign currency (real value). 
IV. Britis anp OtnHer LIABILITIES TO BE PalID. 
V. ACCEPTANCES. 
VI. Any other liability that Banks judge convenient to express. 
TOTAL. 
Francisco BERNIS 


RECENT OFFICIAL PUBLICATIONS 


Report of an Inquiry into the Wages and Hours of Labour in the 
Cotton Mill Industry. By G. Frnpitay Surrras. (Labour 
Office, Government of Bombay.) 


THIS inquiry into the wages and hours of labour in the Cotton 
Mill Industry of the Bombay Presidency is directed to ascertain 
the amount earned by different classes of work-people in 1921 
compared with 1914. Beautiful coloured diagrams based on tables 
show the proportionate numbers of men, women and children (in- 
cluding lads) in different occupations at several centres, and also 
wages and hours for different classes of workpeople. The average 
daily earnings of men (working full time) for the Presidency were 
lr. 4a. 7p.; the corresponding figure for women was 10a. 9p. The 
monthly earnings per head show the women’s earnings more 
nearly half that of men. The wages of all operatives who are 
on the “‘ Muster Rolls ’’ are augmented by a substantial bonus. 
The frequency-distribution which shows the number of men— 
and likewise of women (and children)—earning different net 
amounts is of much statistical as well as economic interest. The 
cost of living compared with nominal wages shows a rise of real 
wages over the pre-war level of 17 per cent. for the Bombay 
Presidency ; against 10 per cent. for the United Kingdom, 34 for 
the United States. 


League of Nations. Report on Double Taxation submitted to the 
Financial Committee. By Prorrssors Bruins, Ernavupt1, 
SELIGMAN, and Sir Jostau Stamp. 
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Report on an Inquiry into Working-class Budgets in Bombay. 
By G. Finpiay Suirras. (1923. Labour Office, Govern- 
ment of Bombay.) 


THE distribution of expenditure on food, clothing, rent, etc., 
varying with the size of income and the number of children, and 
other interesting results presented by this compilation of over 
3000 budgets, will be considered in a subsequent number of the 
Economic JOURNAL. 





Prices and Wages in India (Department of Statistics, India). 
1923. [No. 1719.] 


WHOLESALE prices, for periods of years, in different regions, 
are given for food-grains and other important articles, including 
exports and imports; and retail prices for food-grains and salt. 
The movement of prices is exhibited by way of index-numbers. 
E.g. for India (the total of twenty-one regions separately 
treated) there are given (unweighted) index-numbers for ten 
food-grains and for salt, comparing prices of 1921 with those of 
1913 as base (= 100). The Median of the eleven relative 
prices is 206; the Arithmetic Mean 189. 


The Twenty-second Financial and Economic Annual of Japan, 
1922. Tokyo. 


THE year 1921 was a period of readjustment after the break- 
down of markets in 1920; not remarkable for activity in industry 
and commerce. There are, as usual, interesting statistics as to 
production, wages, prices, etc. The Median of the index-numbers 
for wages in fifty-one occupations in the first half of 1920 compared 
with 1900 as base is 466; while the corresponding figure for 1913 
is 161. The Median of forty-one prices, in Tokyo, 1920, compared 
with the prices of 1900 as base is 335. 





Report of the Committee of Inquiry into Saving Certificates and 
Local Loans, etc. 1923. [Cmd. 1865.] Price 6d. net. 


THE continuance of the arrangement under which half the 


proceeds of certificates are made available for local loans and 
other technical points are considered. 








INE 


ay. 
rm- 


te., 
und 
ver 
the 


ia). 


ns, 


ing 
ut. 


Ts 
ed 
13 
od 


1e 
id 





1923] CURRENT TOPICS 267 


CuRRENT TOoPIcs 


ApaM SMITH was born on June 5, 1723. The bicentenary 
was celebrated at his birthplace, Kirkcaldy. The University of 
Glasgow has arranged an exhibition of memorials. An oration 
was delivered before the British Academy by Professor W. R. 
Scott. We honour the forerunners, but we honour most the 
acknowledged founder of our Science, who—the first to apply 
with grandeur of scale and design the iutellectual tools and high 
outlook of philosophy to the business of men—brought to earth 
(we like to think) a new Muse. 





The following have been elected to membership of the Royal 
Economic Society :— 


Adam, E. Isaac, D. J. 

Banerjee, S. L. Jay, L. M. 

Blair, G. N., M.C. McGoun, A. F. 

Campion, C. A. B. Morris, A. 

Cauleutt, J. Mozumdar, K. 

Chitnis, A. R. O'Leary, J. B. 

Clarke, G. P. Pearey, W. H. 

Dumbell, 8. Rees, W. S. 

Evans, A. N. Smith, C. F. 

Green, A. R. ‘ Smith, J. MacDonald. 

Hannibal, T. Warburton, C. A. 

Indra, B. K. Wood, Prof. L. A. 
The following have compounded for life membership :— 

Cordingley, H. Hurd, W. B. 

Cowcher, W. B. Jay, L. M. 

Gray, Prof. A. Kerr, H. C. 

Hollander, Prof. J. H. Morris, A. 


The following have been elected to library membership :— 
Archives of Law, Economics and Political Science, National 
University of Peking; Kings’ College for Women, Kensington. 





Our Spanish correspondent, Professor Francisco Bernis, 
whose communication about Spanish Banks we print on another 
page, writes with authority on that subject. For he has played 
a great part in bringing about the recent reforms. He contributed 
largely to the elaborate Report on the Banking Constitution of 
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Spain issued by the Ministerio de Hacienda in 1921. He is 
Secretary to the New Banking Council, whose functions he has 
briefly described above. A fuller account of Spanish Banking 
has been given by him in the brochure entitled El Banco de 
Espaia Y La Economia National. He has returned to the 
subject in the volume which we announce among ‘“‘ New Books.” 
But the economic consequences of the war which form the subject 
of his new book are not confined to currency and banking. 





PROFESSOR WESTERGAARD writes :—The small circle of Danish 
economists has lost one of its most prominent members, Marcus 
Rubin, who died March 6, 1923, at the age of sixty-nine. Twice 
in his life it fell to him to organise official statistics. As a very 
young man he was appointed under the Magistrate of Copenhagen 
to organise a municipal statistical office, and in 1895 he was placed 
at the head of the Statistical Department of Denmark, then under 
reorganisation. He solved these tasks in a brilliant way, both 
institutions being soon on a level with the most prominent 
institutions of the kind. Later in life he was appointed chief of 
the Department of Taxes and Duties, and in 1913 Director of the 
Danish National Bank, in which office he died. 

Rubin co-operated with me in two statistical investigations, 
namely, on the Mortality of the Rural Population (1886) and on 
Statistics of Marriages (1890). The latter contained observations 
which were at that time new : on fecundity and fertility, and on 
the infant mortality in large and small families. But his main 
interest was History. He published investigations on the history 
of the population of Copenhagen, 1630-1730, chiefly based on 
birth-statistics; and he compiled the Economic and Social 
History of Copenhagen (or rather the whole country), 1807-39, 
in two volumes, which won him a well-deserved reputation as 
an historian. He lived with his pen in his hand, writing many 
articles on various subjects, always in an exceptionally lucid and 
interesting style. He was President of the Danish Economic 
Society, 1900-1916; member of the International Statistical 
Society, and honorary Fellow of the Royal Statistical Society. 





Tue Ven. Archdeacon Woodthorpe, M.A., has been appointed 
Professor of Economics and Director of Tutorial Classes in the 
University of Otago, New Zealand, in place of Professor W. 
Henderson Pringle, M.A., LL.B., resigned. 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


JANUARY, 1923. The Relations of Capital and Labour. Presidential 
address by the Ricut Hon. Lorp Emmorr. Changes in the 
Birth-rate and in Legitimate Fertility in London, 1911-21. T. T. 
DE JASTRZEBSKI. Every table shows a decline. 

MarcH. Discussion on the Registration of Disease. Opened by Dr. 
R. DupFIELD. Statistics of Unemployment. J. Hitton. Whole- 
sale Prices of Commodities in 1922. Epitor oF THE “ StTaTIsT.”’ 
The ‘ grand total”? index-numbers for 1920, 1921, 1922 were 
respectively 251, 155, 131 (relative to 1867-77 = 100). 


Journal of the Institute of Bankers. 


DECEMBER, 1922. Current Monetary Problems. J. M. Keynes. In 
a first lecture Mr. Keynes illustrated general principles by refer- 
ence to the present disorganised state of German business. 

JANUARY, 1923. In a second lecture Mr. Keynes considered the 
remedies for the ills of Germany; comparing three plans of 
stabilisation. In two following lectures he discussed devalua- 
tion with reference to the case of Great Britain; inclining to 
stabilise sterling in the neighbourhood of its present value, rather 
than to restore the old par. The Present Economic Situation in 
Germany. J. M. Davipson. The bewilderment and confusion 
of German business life are strikingly described. 


Economica. 


JANUARY, 1923. Tests of Correspondence between Statistical Grouping 
and Formule. Pror. A. C. Bowutey and L. R. Connor. In 
continuation of a controversy on hypotheses proper to Prof. 
Karl Pearson’s criterion of good fit. Public Authorities and 
Unemployment. D. H. Macerecor. There are reasons for the 
neglect of repeated recommendations that public authorities 
should in good times reserve work against a period of depression. 
They are not prophets; cannot be sure that by refraining now 
from certain public works they may not be withholding the 
amount of employment which the existence of those constructions 
in the future would require, etc. 


The Edinburgh Review. 


APRIL, 1923. The Gold Standard. Tuer Eprror. Mismanagement of 
finance and currency during the war greatly increased its cost. 
Inflated currency and inflated oratory, producing an inflated men- 
tality, led to labour troubles. Soundness will not be assured 
“until once more every holder of our paper tokens is able on 
demand to obtain gold.” 
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Contemporary Review. 


ApriL, 1923. The Labour Problem. SEEBOHM ROWNTREE. “ Love” 
as taught by Tolstoy is needed for the solution of the problem. 
A “new spirit’ would secure improvements in many respects, 
e.g. in the worker’s status. 

May. The Financial Situation. Dr. Hueu Datton. Both the 
near and distant future are uncertain. French Labour and the 
Ruhr Problem. Jean Lonauet. The solution supported by the 
French and German working classes in agreement with those of 
Great Britain and other countries is advocated. The Norfolk 
Agricultural Dispute. Str Henry Rew. The situation demon- 
strates the necessity of re-establishing wage-fixing bodies in 
agriculture. 


The Nineteenth Century. 


APRIL, 1923. Competition and War. ArtTHUR CASPERZ. Currency 
and Prices. LORD VERNON. 


The Fortnightly Review. 


May, 1923. Industrial Responsibility for Unemployment. Lr.-Cot. 
D.C. McLagan. Six different methods of administration having 
been compared, administration by industry as a whole is preferred. 


The Irish Economist. 


APRIL, 1923. Going to the Fair. Paut Grecan. A sprightly 
description of various Irish markets. The cattle fair threatened 
by the importation of Canadian stock might be saved by “ finish- 
ing” the cattle in Ireland. An Impression of Western Canada. 
C. R. Fay. The Co-operative Movement in Sweden. ARTUR 
BORJESSEN. Swedish farmers, independent and individualistic, 
form associations slowly. Irish Labour and the Guild Idea. 
R. J. MortisHeD. Agricultural Co-operation in India. P. P. 
PILLAI. 


Labour Gazette (Bombay). 


JANUARY, 1923. This number contains a summary of the recent 
Wage Census in the cotton industry in Bombay and other Indian 
centres (described above, p. 265). 


International Labour Review (Geneva). 


FreBRUARY-MarcuH, 1923. Labour Legislation and Economic Possi- 
bilities. Pror. I. P. p—E Vooys. Labour Strifes in Continuous 
Industries in the United States. H. B. Drury. British Labour 
and the Depression. StpNEY WeEBB. The economic depression, 
though seriously affecting the membership and funds of Trade 
Unions, has not caused any collapse of their organisation; owing 
to the improvement in education during the last half-century. 

APRIL. The Trade Union Movement in Sweden. S. Hansson. Health 
and the Workers. Dr. René Sanp. Migration Movements 
Throughout the World in 1913, 1920 and 1921. The total volume 
of emigration has diminished by nearly two-thirds in 1921 com- 
pared with 1913, that of immigration by more than a half (the 
discrepancy partly due to clandestine emigration). 





NE 


” 


mM. 
ts, 


the 
the 
the 


oll: 
yn- 
in 


wy 


OL. 
ng 


>, 
AAs 


ily 
ed 
h- 
la. 
UR 


a. 


P. 


nt 
un 


Ue 
8 
ur 
n, 
le 


th 
ts 
1e 


|e 








1923] RECENT PERIODICALS AND NEW BOOKS 271 


Quarterly Journal of Economics (Cambridge, Mass.). 


FEBRUARY, 1923. Some Aspects of Protection further Considered. 
F. D. GraHam. Protection may have benefited America in the 
past, but is not suited to present conditions. Prices and 
the Quantity of Circulating Medium, 1890-1921. HoLBroox 
WorkinG. The Rochester Clothing Market. E. W. Moreuovuse. 
Collective bargaining is building up a code of industrial law co- 
existent with and analogous to the law administered by Courts. 
Higher and Lower Desires. A. F. M’Goun. 


The American Economic Review (Cambridge, Mass.). 


Marcu, 1923. Company Unions and Trade Unions. Henry SEAGER. 
Company unions (shop committees or works councils) have 
flourished more than trade unions lately. The Tariff Act of 1922. 
ABRAHAM BERGLUND. The Act is among the highest with 
respect to rates in American history. Federal Aid to Education. 
Rurus 8S. Tucker. Economic Conditions in Europe. H. G. 
Movutton. When the nations cease forcing industry into arti- 
ficial channels, from simultaneously demanding and preventing 
the payment of debts, when commerce is free and trade is balanced, 
then Europe may be on her way to prosperity. Huropean 
Financial Situation and Remedies. B. M. ANDERSON. Con- 
structive versus Dollar Diplomacy. Henry Brukre. Stabilisa- 
tion of Europe. Irvine Fisner. The key to the rehabilitation 
of Europe is the intervention of the United States; to assure 
Europe peace, reduce her militarism and readjust reparation 
payments and inter-allied debts, and for a time extend loans. 


SUPPLEMENT. Papers and Proceedings of Thirty-fifth Annual Meeting 
of the American Economic Association (Chicago, December, 1922). 


Political Science Quarterly (New York). 


Marcu, 1923. The Effects of Taxation. E. R. A. Setigman. The 
effects are considered under five heads: (1) the novelty of the 
tax, with special reference to its capitalisation ; (2) the proportion 
between the sacrifice of the taxpayer and the gain of the Treasury ; 
(3) the unintended ; (4) the injurious; (5) and the indirect effects of 
taxation. Jeremy Bentham. GRaHAM WALLAS. A genial study. 


Bureau of Labour Statistics (Washington). 


No. 320, 1922. Wholesale Prices, 1890 to 1921. The index-number 
for all commodities shows 226 for 1920, 147 for 1921, compared 
with 100 for 1913. Charts exhibit a close parallel between the 
trend of prices for all commodities and for farm products and 
food separately. 

No. 315. Retail Prices, 1913 to 1921. A record of price changes 
under the heads, food, coal, gas, dry goods. 


Journal of Political Economy (Chicago). 


FEBRUARY, 1923. Productive Apparatus and the Capitalist. G. A. 
Kueens. English Agriculture Since 1914. R. Lennarp. Over- 
head Costs in Modern Industry, I. J. Maurick CiarK. Pro- 
vincial Taxation in Canada. W. C. Kermstrap. 

No. 130.—VOL, XXXIII. T 
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Aprit. The Life and Work of Simon Nelson Patten. R.G. TUGWELL. 
Overhead Costs in Modern Industries, II. J. Maurice CLarK. 
Among other features, joint production is described. The 
Liquidity of Bank-earning Assets. Wautpo F. MircHety. The 
“ orthodox”’ theory of short-time advances and automatic 
liquidity is considered. International Comity in Taxation. C. J. 
CroBAUGH. Double taxation is discussed. J'he Theory of 
Hedging. C. O. Harpy and L. 8S. Lyon. 


Journal des Economistes (Paris). 


Frepruary, 1923. Les inquiétudes de Pangloss. Yves Guyot. Le 
rapport du gouverneur de la Banque de France. Y.G. L’effondre- 
ment financier le l’Autriche. S. ABERDAM. La situation inter- 
nationale des impéts. L. R. GOTTLIEB. 

Marcu. Finances incohérentes. Yves Guyot. Le Federal Reserve 
des Etats-Unis. N.Monpet. La propriété scientifique. FERNAND 
Jacq. On the rights of inventors and discoverers. 

ApriL. L’or, sa situation actuelle et prévisions. Yves Guyot. La 
situation financiére de la Grande-Bretagne. W. M. J. WILLIAMs. 


L’Economiste Francais (Paris). 


Among many instructive articles on current affairs (the conditions 
of, and relations with, Russia, the problem of ‘“ Reparations,” 
etc.) we may distinguish M. E. Payen’s continued studies on 
the production and price of various raw materials : silk (March 3), 
the manufacture of which, exported from Lyons, show in 1922 
an increased value; silver (March 10), of which the “ extra- 
ordinary avatars” of war-time have become matters of ancient 
history, silver which, descending towards its pre-war level, 
showed in 1922 the mean annual price 34,', pence per oz. as 
against 61,°, (mean, maximum 893) in 1920; copper (March 31), 
of which the value has declined not only from the cessation of 
the demand for munitions, but also from the unloading of British 
stores; cotton (April 28), the price of which rose during 1922. 


Revue d’Economie Politique (Paris). 


JANUARY-FEBRUARY, 1923. La pratique de la loi du 17 Avril, 1919, 
sur la réparation des dommages de guerre. X. Les finances 
locales en Alsace et en Lorraine, II. W. Ovauip. L’industrie 
sidérurgique en France au début de la Révolution. H. Bourcuin. 
Notes sur la Russie. B. ELIADIEFF. 


Weltwirtschaftliches Archiv (Jena). 


JANUARY, 1923. Neue Entwicklungen in der Weltwirtschaftlichen 
Stellung der Vereinigten Staaten. Dr. W. Notry. Wirkungen 
des Weltkrieges auf Argentiniens Volkswirtschaft. R. A. Doman. 
The results of the war were on the whole favourable to Argentina. 
Wirtschaftliche Organisationsideen der Gegenwart. F. K. Mann. 
Das Geld als Quelle von Missverstindnissen im internationalen 
Giiteraustausch. A. VAN GIIN. 
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Archiv fiir Sozialwissenschaft und Sozial-politik (Tiibingen). 


Vol. L., No. 2. Arbeit als Tatbestand des Wirtschaftslebens. ¥. V. 
GoTTL-OTTLILIENFELD. Zur Kritik Sozialer Grundprinzipien, L. 
Pror. Dr. Gorrz Briers. Die Krise des Kapitalismus. DR. 
JAMES STEINBERG. Studien wiber Britisch-Indies. Dr. Karu 
Kotwey. Line soziologische Theorie der Abstraktion. Dr. Pauu 
SZENDE. 


Zeitschrift fiir Volkswirtschaft und Sozial-politik (Vienna). 


Vol. III., Nos. 1-3. Machtpsychologie. Dr. FRIEDRICH WIESER. A 
new psychology which takes account of the compelling influence 
of others on the will of the individual. Die ékonomischen Grund- 
begriffe. Dr. Fevix Kaurmann. Die juristiche und die ékono- 
mische kategorie des Geldes. Dr. OSKAR ZAGLITS. 


Giornale degli Economisti (Rome). 


FeBrRuARY, 1923. Piccoli e grandi veri e falsi imprenditori. V. 
Porri. Inflazione monetaria e Corso des Cambi. Marco Fanno. 

Marcu. I porti dall’Elbe a Napoli. Epicarmo Corsino. Jntorno 
al regione delle Assicurazioni sulla vita. G. Mortara. II fattore 
“tersa’”’ nella ricostruzione odierna. G. C. Donvirto. 

ApriL, 1923. La egemonie militari in Europa avanti e dopo la guerra. 
F. Zucaro. Statistics relating to the magnitude of armaments 
in different States (1913-1922). La rilevazionit amministrative. 
A study in costing. 

May, 1923. Inflazione monetaria e corso dei Cambi. Mario Fanno. 


La Riforma Sociale (Turin). 


MarcuH-Aprit, 1923. Summing up conclusions drawn from the 
inquiry into Governmental administration instituted last year 
by the Riforma. Ancora sulla questione doganale. ¥. A. Repact. 
Argument is enforced by the testimony of industrials who have 
been injured by protection. 


Metron (Ferrara). 


Vol. I., No. 1, 1923. On the mathematical expectation of the moments 
of frequency distributions in the case of correlated observations. 
A. A. TscHuprow. The Precision of Measurements estimated 
from Samples. A. L. BowtrEy. Die Berechnung der Tauglich- 
keitsprozente in der Heeresergdnzungs statistik. W. WINKLER. 
On statistics of military efficiency. 


Scientia (Milan). 
Vol. XXXIII., No. CXXXI. 3. La France démocratie, rurale son 


influence et son réle en Europe. 


Skandinavisker Kreditaktiebolaget (Gothenburg and Stockholm). 


APRIL, 1923. The second number of this publication contains an 
article by Professor Cassel on the problem of monetary stablisa- 
tion, and the quarterly report issued by the Swedish Statistical 


Department. 
T2 
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Social Science Quarterly (Peking). 


JANUARY-MARCH, 1923. The Reconstruction of China and its Economic 
Background. Pror. C. 8. Cuen. The State of Individual Liberty 
in China. Dr. 8. C. Wane. The articles denoted by these and 
other tantalising titles are buried under Chinese symbols. 





NEW BOOKS 


English. 


Aneas (L. L. B.). Germany and her Debts: a Critical Examina- 
tion of the Reparation Problem. With an Appendix on Exchange 
Stabilisation. London: Simmonds. 1923. Pp. 158. 


Annual Register. A review of public events at home and abroad 
for the year 1922. Edited by M. Epstein, Ph.D. London: Long- 
mans. 1923. 


BasTABLe (C. F.). The Commerce of Nations. Revised by T. E. 
Gregory. London: Methuen. 1923. Pp. 212. 


[The ninth edition of this well-known work. ] 


Bourneville Housing: a Description of the Housing Schemes of 
Cadbury Brothers, in 1922. Bournville. Pp. 55. 


British Association Report on Credit Currency, Finance and 
Foreign Exchanges. London: Burlington House. 


[In seven very closely printed pages it has been sought to answer, with the 
greatest common measure of agreement, seven leading questions. ] 


CALDER (JOHN). Capital’s Duty to the Wage-earner. A manual 
of principles and practice on handling the human factors in industry. 
London: Longmans. 1923. Pp. 326. 


CHISHOLM (GEORGE G.) and BrrRecy (J. Haminton). A Smaller 
Commercial Geography. London: Longmans. 1923. Pp. 301. 


Correy (DIARMID). The Co-operative Movement in Jugo-Slavia, 
Rumania and North Italy. (Carnegie Endowment for International 
Peace.) Oxford (London, etc.): University Press. 1922. Pp. 99. 


[The author is Librarian of the Co-operative Reference Library, Dublin. ] 


CoHEN (JosEPH L.). Insurance by Industry Examined. London: 
King. 1923. Pp. 120. 


Cote (G. D. H.). Trade Unionism and Munitions. Oxford : 
Clarendon Press. 7s. 6d. 


Cote (G. D. H.). Workshop Organisation (Economic and Social 
History of the World War). Oxford: Clarendon Press. 1923. 
Pp. 186, 
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Consett (REAR-ApMIRAL M. W.). The Triumph of Unarmed 
Forces, 1914-18. 


[An account of the system by which Germany secured supplies during the War ; 
suggesting that an effective blockade would have shortened the War. | 


Cox (Haroxtp). The Problem of Population. London: Cape. 
1922. Pp. 198. 


Datton (HucH). The Capital Levy Explained. London: Labour 
Publishing Co. 1923. Pp. 26. ls. 


Darina (J. F.). Currency Co-operation in the British Empire 
(Not published.) 


ForDHAM (MoNTAGUE). Agriculture and the Guild System. 
With a Preface by M. F. (Issued by the National Guilds League.) 
London: King. Pp. 24. 


HapDLey (ARTHUR TWINING). Economic Progress of Democracy. 
Cambridge: University Press. 1923. Pp. 160. 


Howe tt (J. Pryse). An Economic Survey of a Rural Parish. 
(Institute for Research in Agricultural Economics.) Oxford: Uni- 
versity Press. 1923. Pp. 30. 


Innes (HaRoup A.). A History of the Canadian Pacific Railway. 
London: P. 8S. King. ‘Toronto: McClellan & Stewart. Pp. 365. 
12s. 6d. 

[‘‘ An attempt to trace the history of the C.P.R. from an evolutionary and 
scientific point of view.’’ The attempt would have succeeded better, if a map 
had made it possible to follow the details of local geography, and if the text 
had been less encumbered with lengthy and often superfluous notes. | 


International Chamber of Commerce. A Brief Survey of Italy’s 
Economic Condition. Rome: Italian Section of International 


Chamber. 1923. Pp. 71. 


Kettre (Sir JoHN) and Epstein (Dr. M.). The Statesman’s 
Year-Book for the year 1923. London: Macmillan. 1923. Pp. 1583. 

{In the sixtieth issue of this Historical and Statistical Annual there are two 
new chapters dealing respectively with Northern Ireland and the Irish Free States. 
The comparison of the military and naval strengths of the principal countries, 
and the description of the “ mandated ” territories, are important features of 
this year’s compilation. ] 

Kricuewsky (S.). A Method of Curve Fitting. Cairo: Govern- 
ment Press. 1922. Pp. 17. 


Kocu (M. H. pg). The Results of Government Ownership in 
South Africa. Capetown: Juta. 1922. Pp. 187. 


LOWENFELD (HENRY and MarGaReEt). Back to Prosperity: a 
new Aspect of Practical Life. London: Wilson. 1923. Pp. 268. 


Luoyp (EK. M. H.). Stabilisation an Economic Policy for Pro- 
ducers and Consumers. London: Allen and Unwin. 1923. Pp. 128. 


Marret (G.). Trade, Transport and Finance. With Examina- 
tion Questions on the Theory and Practice of Commerce. London: 


Macmillan. 1923. Pp. 444. 
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MIDDLETON (THOMAS Hupson). Food Production in War. 
(Economic and Social History of the World War.) Oxford: Uni- 
versity Press. 1923. Pp. 373. 


Murr (Ramsay). Politics and Progress. London: Methuen. 
1923. Pp. 182. 


[To give a coherent view of the political and social aims of Liberalism is the 
purpose of this little book. ]} 


MUKHERJEE (B.). The New Yellow Peril. (Sir Mookerjee Silver 
Jubilee Volumes.) Calcutta: University. 1921. Pp. 22. 

[The title designates Western gold British Capital, which with many benefits 
has also brought disadvantages to India, political domination by alien capitalists, 
exclusion from control and profits and higher paid work, abstraction of mineral 
wealth, etc. China too is in danger of being bought up by the West. ] 


MUKHERJEE (B.). Economic Reconstruction (Reprinted from 
Lucknow University Journal), Lucknow: N.K. Press. 


MUKHERJI (PROFESSOR PANCHANANDAS). The Co-operative 
Movement in India. Being a study of the co-operative principle and 
its diverse applications in India and abroad. With a Foreword by 
Mr. J. T. Donovan (Secretary to the Government of Bengal). Third 
Edition (entirely rewritten and considerably enlarged). Calcutta : 
Thacker. 1923. Pp. Ixxx+468. 


Ocawa (GoTaRO). Expenditure of the Russo-Japanese War. 
London: Milford (Oxford University Press). Pp. 257. 


Ono (GtcH1). War and Armament Expenditure of Japan. 
New York: Oxford University Press. 1922. Pp. 314. 


Ono (Guicut). Expenditures of the Sino-Japanese War. Carnegie 
Endowment. London: Milford (Oxford University Press). 1922. 
Pp. 330. 

Rav (B. RaMAcHANDRA). Present-day Banking in India. Cal- 
cutta: University. 1922. Pp. 301. 

RepMAyNE (Sir R. A. S.). The British Coal-Mining Industry 


during the War. (Economic and Social History of the World War.) 
Oxford: Clarendon Press. 1923. Pp. 348. 


Remer (C. F.). Readings on Economics for China. Shanghai : 
Commercial Press. 1922. Pp. 685. 
[Designed for Chinese students. ] 


Ricarpbo (Davip). Economic Essays, Edited with Introductory 


Essay and Notes by (the late) E. C. K. Gonnrer, K.B.E. London : 
Bell. 1923. Pp. 315. 


Rosertson (D. H.). The Control of Industry. With an Intro- 
duction by J. M. Keynes. London: Nisbet. 5s. 


Rowe (J. W. F.). Wages in the Coal Industry. London: King. 
1923. Pp. 174. 


Sastri (K. R. R.). The Madura Gilds. 


[Notes on the remains of gild organisation among craftsmen of Madura, with 
suggestions as to the means of strengthening it. ] 
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SHADWELL (A.). The Engineering Industry and the Crisis of 
1922. A chapter in industrial history. London: Murray. 1922. 
Pp. 90. 1s. 6d. 


WELBOURNE (E.). The Miners’ Unions of Northumberland and 
Durham. Cambridge: University Press. 1923. Pp. 321. 


Worker’s Register of Labour and Capital. Prepared by the 
Labour Research Department. London: Labour Publishing Co. 
1923. Pp. 223. 

[A preface signed by G. D. H. Cole and Elinor Burns points to their having 
prepared this collection of facts and illustrations, by which the champions of 
Labour will be better equipped for stating the workers’ case and for understanding 
and penetrating the case of Labour’s enemies. | 


American. 


Boucue (O. Frep). A Critique of Economics: Doctrinal and 
Methodological. New York: Macmillan Co. 1922. Pp. 305. 


JACKSON (J. Huau). Audit Working Papers. Their Preparation 
and Content. New York: American Institute of Accountants. 1923. 
Pp. 201. 


Srrone (E. K.) and Unrsrock (R. 8.). Job Analysis and the 
Curriculum. Baltimore: Williams & Wilkins. 1923. Pp. 146. 


StroveR (CaRz). Monetary Reconstruction. Chicago: The 
Author. 1922. Pp. 91. 


TUGWELL (REXFORD G.). The Economic Basis of Public Interest. 
Menasha (Wisconsin): Banta. 1922. Pp. 138. 


[A thesis by a candidate for the degree of doctor; on the conditions which 
justify the interference of Government with the conduct of a business. ] 


Watson (FRANK DEKKER). The Charity Organisation Movement 
in the United States: a Study in American Philanthropy. New 
York: Macmillan Co. 1922. Pp. 560. 


Italian. 


FRACCACRETA (ANGELO). Sicurezza e insicurezza economica. 
Naples: Pierro. 1923. Pp. 39. 


BernAcerR (GERMAN). La teoria de las disponibilidades como 
interpretacion de las crisis econdmicas y del problema social. Barce- 
lona: ‘‘ La Union.” 1923. Pp. 32. 

[‘‘ Disponibility ’’ is the character of funds in the hands of entrepreneurs as 


speculators, as distinguished from money destined for consumption. The author 
recommends a limitation of disponibility. ] 


PantTaLEontr (M.) e Broartio (Conte R.). Temi, Tesi, Problemi 
e questi di economia politica teorica e applicata. Bari: Laterza. 
1923. 
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German. 


ALTMANN and many others. Grundriss der Sozial6konomik. II. 
Abteilung. II. Teil. Wirtschaft und Technik. Tiibingen: Mohr. 
1923. Pp. 220. 


Feria (Dr. InmeGarD). Unternehmertum und Sozialismus. Jena: 
G. Fischer. 1922. Pp. 66. 


[Traces relation of Socialism and enterprise. ] 


Finanzpolitische Zeitfragen. Produktionssteigerung durch organ- 
ischen Umbau. Stuttgart: Moritz. 1923. Pp. 52 


[Several authors contribute to this, the third issue for 1922-3 of the series 
published by the Deutsche Gesellschaft fiir Reichserbrecht.] 


GESELL (Sitvio). Denkschrift fiir die Deutschen Gewerkschaften 
in der frage der Wahrung der Valuta und der Reparationen. Pots- 
dam: Miiller. Pp. 159. 


GOoLDSCHEID (Dr. RupDOLPH) and others. Halt mit der deutschen 
Papiergeldflut (Finanzpolitische Zeitfragen). Stuttgart: Moritz. 
1922. Pp. 32. 


HarBurGeR (W.). Gleitende Wahrung mit einem theoretischen 
anhang : Die Versicherung gegen Geldentwertung. Munich: Duncker 
& Humblot. 1923. Pp. 80. 


KertHan (Dr. WILHELM). Die Wertungslehre. Versuch einer 
exakten Beschreibung der 6konomischen Grundbeziehungen. Jena : 
G. Fischer. 1923. Pp. 243. 


KerscuuaGh (Dr. RicHarp). Die Entwicklung des bargeldlosen 
Zahlungsverkehres. Vienna: Verband Osterreichischer Banken. 
1922. Pp. 47. 


Krauss (Dr. Ropert). Die deutsche, englische und franzésische 
Kriegsfinanzierung. Berlin: Gruyter. 1923. Pp. 194. 


Levy (HERMANN). Die Vereinigten Staaten von Amerika als 
Wirtschaftsmacht. Leipsic: Teubner. 1923. Pp. 135. 


Lotz (WALTHER). Valutafrage und 6ffentliche Finanzen in 
Deutschland. Munich and Leipsic: Duncker and Humblot. 1923. 
Pp. 118. 


OPPENHEIMER (FRANz). System der Soziologie. Vol. I, Part I. 
Jena: G. Fischer. 1922. 

[A new theory of ‘‘ Sociology,” representing the considered opinions on the 
subject of a writer whose work has won no little respect in learned circles. The 
first part of Vol. I deals with general principles, and especially with the psychology 
of sociology. ] 


’ 


PuanTt (T.). Wesen und Bedeutung des englischen Gildensozial- 
ismus. Jena: Gustav Fischer. 1922. Pp. 35. 


PiantT (T.). Entstehen, Wesen und Bedeutung des Whitleyismus. 
Jena: Gustav Fischer. 1922. Pp. xii + 341. 


[Plant regards the Whitley Councils as the crown of the system of industrial 
conciliation. | 
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Rastmy (Dr. Actors). Die Finanz- und Wirtschaftspolitik der 
Tschechoslowakei. Einzig autorisierte Ubersetzung, von Dr. Paul 
Eisner. Munich: Duncker & Humblot. 1923. Pp. 164. 


ScHWIEDLAND (E.). Volkswirtschaftlehre. II. Die Gebiete der 
wirtschaftlichen Tatigheit. Dritte Anflage. Stuttgart: Kohlhammer 
1923. Pp. 217. 

ScHWIEDLAND (E.). Das Transportwesen. Dritte Anflage. Stutt- 
gart: Kohlhammer. 1923. Pp. 39. 


Sten (Dr. Lupwiac). Die Soziale Frage im Lichte der Philosphie. 
Stuttgart: Enke. 1923. Pp. 592. 

[A new and revised edition of lectures on Sociology and its history by the 
Professor of Philosophy, at the University of Bern.] 

TRAVERS-BoRGSTROEM (ARTHUR). Mutualismus. Autorisicrte 
Ubersetzung. Munich: Duncker & Humblot. 1923. Pp. 125. 


WALTERSHAUSEN (A. SaRToRIUS von). Einfiihrung in die Volks- 
wirtschaftslehre. Leipsic and Berlin: B. G. Teubner. 1922. 

[An “Introduction ” to Economics which in its brilliance and originality 
raises the work far above a mere text-book. ] 

WeseER (ALFRED). Die Not der geistigen arbeiter. Munich and 
Leipsic : Duncker and Humblot. 1923. 


WIcKSELL (K.). Vorlesungen iiber Nationalékonomie und Grund- 
lagen der Marginalprinzipes. Vol. II. Geld und Credit. Jena: 
Fischer. 1922. M. 52. 

Wo tr (Jutius). Markkurs, Reparationen und russiches Geschaft. 
Stuttgart: Enke. 1922. Pp. 31. 


French. 


Anstaux (Maurice). Traité d’Economie politique. Tome deux- 
ieme. Prix et revenus. Paris: Giard. 1923. Pp. 661. 
[The sequel of the volume reviewed. ] 


BarnicH (GEORGE). Comment faire payer l’Allemagne. Paris: 
Ferenczi. 1923. Pp. 231. 


DeMANGEON (ALBERT). L’Empire Britannique. Etude de Géo- 
graphie Coloniale. Paris. Pp. 280. 

HorrHErRR (RENE£). Le Boycottage devant les cours Anglaises, 
1901-1923. Paris: Giard. 1923. Pp. 180. 


Saint Lion (E. Martin). Histoire des Corporations de Métiers 

. Suivie d’une étude sur |’Evolution de l’Idée corporative De 1791 
anos jours. Troisiéme Edition. Paris: Alcan. 1922. Pp. 876. 

Trisca (PETRE). Le chéque son internationalisation et son risque 
professionel. Paris: Giard. Pp. 290. 


VIALLATE (ACHILLE). L’impérialisme économique. Et les relations 
internationales pendant le dernier demi-siécle. Paris: Colin. 1923. 
Pp. 316. 
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Spanish. 


BrErRNIs (FRANCISCO). Consequencias economicas de la guerra, 
Madrid: Maestre. 1923. Pp. 388. 


Estrapa (V.E.). The Incautation, its True Meaning and Economic 
Functions. Guayaquil: Foyain. 1923. Pp. 24. 

[The word “incautation” as used in Equador expresses the compulsory 
expropriation of all drafts of exchange originating from exports at a rate of 
exchange that is regulated daily by certain defined factors, regard being had 
to the inconvertible currency and other conditions of Equador. Advantages are 
attributed to the system. | 














